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DEPARTMENT  OF  HEALTH  AND 
HUMAN  SERVICES 

Health  Care  Financing  Administration 

Medicare  Program;  Scheduie  of  Limits 
on  Hospital  Inpatient  General  Routine 
Operating  Costs  of  Cost  Reporting 
Periods  Beginning  on  or  after  July  1, 
1980 

agency:  Health  Care  Financing 
Administration  (HCFA),  HHS. 

ACTION:  Final  Notice. 


summary:  This  notice  sets  forth  a 
schedule  of  limits  on  hospital  inpatient 
general  routine  operating  costs  that  may 
be  reimbursed  under  Medicare  for  cost 
reporting  periods  beginning  on  or  after 
July  1, 1980.  This  is  an  annual  update  of 
the  schedule,  and  replaces  the  interim 
schedule  published  in  the  Federal 
Register  on  August  9, 1979  (44  FR  46949). 

This  schedule  does  not  apply  to  the 
costs  of  special  care  units  or  ancillary 
services,  to  capital-related  costs  or  costs 
of  malpractice  insurance,  or  to  the  costs 
a  hospital  allocates  to  the  interns  and 
residents  (in  approved  programs)  or 
nursing  school  cost  centers  on  its 
Medicare  cost  report.  The  notice 
explains  several  changes  from  the 
methodology  we  used  to  compute  the 
interim  schedule  of  limits. 

EFFECTIVE  DATE:  July  1, 1980. 

FOR  FURTHER  INFORMATION,  CONTACT: 
Carl  Slutter,  301-594-9344 
SUPPLEMENTARY  INFORMATION: 

Background 

Section  1861(v)(l)  of  the  Social 
Security  Act  (42  U.S.C.  1395x(v)(l))  as 
amended  by  section  223  (Limitation  on 
Coverage  of  Costs)  of  Pub.  L.  92-603,  the 
Social  Security  Amendments  of  1972, 
authorizes  the  Secretary  to  set 
propective  limits  on  the  costs  that  are 
reimbursed  under  Medicare.  These 
limits  may  be  applied  to  the  direct  or 
indirect  overall  costs  or  to  costs 
incurred  for  specific  items  or  services 
furnished  by  a  Medicare  provider,  and 
may  be  based  on  estimates  of  the  cost 
necessary  in  the  efficient  delivery  of 
needed  health  services. 

Regulations  implementing  this 
authority  are  set  forth  at  42  CFR  405.460. 
Under  this  authority,  we  published 
limits  on  hospital  inpatient  general 
routine  service  costs  annually  from  1974 
through  1978. 

On  June  1, 1979,  we  published  in  the 
Federal  Register  (44  FR  31806)  a 
schedule  of  limits  on  hospital  inpatient 
general  routine  operating  costs 
applicable  to  cost  reporting  periods 
beginning  on  or  after  July  1, 1979.  In  that 


notice,  we  explained  the  ways  in  which 
the  methodology  used  to  derive  that 
schedule  differed  from  that  used  for 
previous  schedules. 

On  August  9, 1979,  we  published  an 
interim  scheduie  of  limits  that  replaced 
the  June  1  schedule  (44  FR  46949).  The 
methodology  we  used  to  derive  the 
interim  schedule  was  the  same  as  the 
methodology  set  forth  in  the  June  1 
notice  except  that,  in  deriving  the 
interim  schedule,  we  set  the  limits  for 
each  comparison  group  of  hospitals  at 
the  80th  percentile  of  the  group  costs 
rather  than  at  115  percent  of  the  mean  of 
those  costs. 

On  April  1, 1980,  we  published  in  the 
Federal  Register  (45  FR  21582)  a 
proposed  schedule  of  limits  on  hospital 
inpatient  general  routine  operating  costs 
for  cost  reporting  periods  beginning  on 
or  after  July  1, 1980.  In  the  April  1  notice, 
we  described  the  scope  of  the  proposed 
limits,  and  explained  our  methodology 
for  derviing  and  applying  those  limits. 

We  also  explained  how  that 
methodology  differs  from  the 
methodology  used  for  the  August  9, 1979 
schedule.  For  the  convenience  of  the 
reader,  the  major  provisions  of  the  new 
schedule  of  limits,  including  changes 
from  the  1979  schedules,  are 
summarized  below 

Major  Provisions 

The  new  schedule  of  limits  provides 
for: 

1.  Linuts  on  hospital  inpatient  general 
routine  operating  costs.  The  limits  do 
not  apply  to  capital-related  costs  or  to 
costs  of  approved  education  programs 
that  are  properly  allocated  to  the  interns 
and  residents  (in  approved  programs) 
and  nursing  school  cost  centers  on  the 
hospital’s  Medicare  cost  report.  The 
limits  also  do  not  apply  to  the  costs  of 
special  care  units  or  ancillary  services, 
or  to  malpractice  insurance  costs. 

2.  A  classification  system  based  on 
whether  a  hospital  is  located  within  a 
Standard  Metropolitan  Statistical  Area 
(SMSA)  and  on  the  hospital's  bed  size. 

In  New  England,  New  England  County 
Metrolpolitan  Areas  (NECMAs)  are 
used  to  determine  urban  location. 

3.  Use  of  actual  hospital  inpatient 
general  routine  per  diem  operating  cost 
data  from  Medicare  cost  reports  to 
derive  the  limits.  These  per  diem  cost 
data  were  increased  to  account  for 
inflation  occurring  between  the 
midpoints  of  the  cost  reporting  periods 
used  in  the  data  collection  and  the 
midpoint  of  the  first  cost  reporting 
period  to  which  the  limits  will  apply. 
(The  types  of  inflation  factors  we  use  to 
increase  these  cost  data  are  described 
later  in  this  preamble.)  We  also  adjusted 
these  data  to  remove  cost  differences 


due  only  to  area  wage  differences  and  to 
variations  in  hospital  levels  of  teaching 
activity. 

4.  A  market  basket  index  (see 
Appendix  I)  that  we  developed  to  reflect 
changes  in  the  price  of  goods  and 
services  purchased  by  hospitals.  We 
developed  the  market  basket  by 
identifying  the  most  commonly  used 
categories  of  hospital  routine  operating 
expenses,  and  weighting  these 
categories  according  to  the  estimated 
proportion  of  hospital  routine  operating 
costs  attributable  to  each  category.  The 
categories  we  used  are  based  on  those 
currently  used  by  the  American  Hospital 
Association  (AHA)  in  its  analysis  of 
costs,  by  the  U.S.  Department  of 
Commerce  in  publishing  price  indexes 
by  industry,  and  by  HCFA  in  its  cost 
reports.  The  weights  are  based  on 
surveys  by  the  AHA,  on  the  Department 
of  Commerce’s  input-output  studies,  and 
on  our  analysis  of  Medicare  cost  reports. 

Our  next  step  in  developing  the 
market  basket  index  was  to  obtain 
historical  and  projected  rates  of 
increase  in  the  resource  prices  for  each 
market  basket  category.  Based  on  the 
rate  of  increase  for  each  category  and 
the  weight  assigned  to  each  category, 
we  then  developed  market  basket  index 
factors  that  we  used  to  project  the 
overall  rates  of  increase  in  hospital 
inpatient  general  routine  operating 
expenses  for  periods  after  June  30, 1979. 

We  used  this  index  to  account  for  the 
impact  on  hospital  costs  of  changing 
wage  and  price  levels  for  those  periods. 
If  the  estimated  rate  of  increase  in  the 
market  basket  index  for  a  year  is  lower 
than  the  actual  rate  of  increase  by  .3  of  1 
percentage  point  or  more,  the  Medicare 
intermediary  will  adjust  a  hosptal’s  limit 
retroactively  at  final  settlement  of  the 
hospital’s  cost  report. 

5.  A  hospital  wage  index  (see  Tables 
III  A  and  III  B)  that  we  developed  from 
hospital  wage  data  obtained  from  the 
Bureau  of  Labor  Statistics  (BLS).  The 
data  used  are  those  for  the  "hospital 
industry”,  a  standard  BLS  reporting 
category.  The  hospital  wage  index  is 
based  on  data  for  the  year  1978,  and  is 
the  latest  available  data.  Data  for  1979 
will  not  be  available  until  late  in  1980. 

To  develop  the  hospital  wage  index 
we  first  computed  the  national  Standard 
Metropolitan  Statistical  Area  (SMSA), 
or  New  England  County  Metropolitan 
Area  (NECMA)  average  hospital  wage. 
We  then  divided  this  average  into  the 
average  hospital  wage  for  each  SMSA 
(or  NECMA).  The  result  is  expressed  as 
an  index  number  for  each  SMSA  or 
NECMA,  which  is  used  to  adjust  the 
labor-related  component  of  the  inpatient 
general  routine  operating  costs  of 
hospitals  located  in  the  SMSA  or 
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NECMA.  For  non-SMSA  areas,  we 
developed  the  wage  index  by  computing 
the  national  non-SMSA  average  hospital 
wage  and  dividing  this  average  into  the 
average  hospital  and  dividing  this 
average  into  the  average  hospital  wage 
for  all  non-SMSA  counties  in  a  State. 

The  result  is  an  index  number  that  is 
used  to  adjust  the  labor-related 
component  of  the  inpatient  general 
routine  operating  cost  of  hospitals  in  all 
non-SMSA  counties  in  the  State. 

We  used  this  wage  index  to  adjust  for 
the  differing  levels  of  labor-related  costs 
among  the  areas  in  which  hospitals  are 
located. 

6.  Application  of  the  wage  index 
adjustment  to  wages  and  salaries, 
employee  benefits,  professional  fees, 
costs  of  business  services,  and  other 
miscellaneous  expenses.  In  developing 
and  applying  the  1979  cost  limit 
schedules,  we  applied  the  wage  index 
adjustment  only  to  the  wages  and 
salaries  component  (estimated  at  60.04 
percent)  of  hospital  per  diem  routine 
operating  cost.  Under  the  new  schedule 
of  limits,  we  will  apply  it  also  to 
employee  benebts,  professional  fees, 
costs  of  business  services,  and  other 
miscellaneous  expenses.  Based  on  the 
current  market  basket,  we  estimate  that 
wages  and  salaries,  together  with  these 
other  labor-related  expenses  represent, 
on  the  average,  79.53  percent  of  each 
hospital’s  per  diem  routine  operating 
cost.  We  increased  the  percentage  of  per 
diem  cost  that  is  adjusted  by  the  wage 
index  because  the  data  we  used  to 
develop  the  new  limits  show  that 
variations  among  hospitals  in  routine 
per  diem  costs  are  closely  correlated 
with  area  variations  in  prevailing  wage 
levels. 

7.  Separate  treatment  of  labor-related 
and  non-labor  components  of  costs. 

In  deriving  the  1979  schedules,  we 
divided  a  constant  percentage  of  each 
hospital's  per  diem  routine  operating 
cost  by  the  hospital’s  wage  index,  then 
added  the  non-wage  component  of  cost 
to  the  adjusted  wage  component.  Based 
on  the  resulting  wage-adjusted  per  diem 
costs,  we  established  a  single  basic  limit 
for  each  comparison  group.  A  standard 
percentage  of  each  group  limit  was  then 
multiplied  by  the  hospital’s  wage  index 
to  arrive  at  a  wage-adjusted  individual 
hospital  limit 

Under  the  new  schedule,  the  labor- 
related  and  non-labor  components  of 
cost  are  listed  separately  in  Tables  1  and 
II.  The  Labor-related  component  for  a 
hospital’s  group  will  be  multiplied  by  the 
hospital’s  wage  index,  and  the  non-labor 
component  will  be  added  to  compute  a 
labor-adjusted  limit  for  the  hospital.  We 
made  this  change  to  make  it  easier  for 


hospitals  to  follow  the  method  by  which 
the  limits  are  computed. 

8.  Limits  set  at  112  percent  of  the 
mean  labor-related  and  of  the  mean 
non-labor  costs  of  each  group.  Under  the 
August  9, 1979  schedule,  limits  were  set 
at  the  80th  percentile  of  group  costs. 

9.  An  adjustment  to  the  limits  for 
increased  costs  due  to  approved 
internship  and  residency  programs.  In 
developing  and  applying  the  1979 
schedules,  we  excluded  the  types  of 
education  program  costs  hospitals 
normally  record  in  the  interns  and 
residents  (in  approved  programs)  and 
nursing  school  cost  centers  on  their 
Medicare  cost  reports.  However,  other 
inpatient  general  routine  operating  costs 
generated  by  approved  internship  and 
residency  programs,  such  as  increased 
medical  records  costs  associated  with 
teaching  activity,  were  subject  to  the 
limits  unless  the  hospital  could  qualify 
for  an  exception  for  these  costs  under 
criteria  in  42  CFR  405.480(f)(4).  Under 
the  new  schedule,  we  have  provided  an 
automatic  upward  adjustment  to  the 
limits  for  these  other  costs. 

10.  A  formula  that  permits  the  limits  to 
be  adjusted  upward  for  areas  where  the 
number  of  covered  days  of  care  per 
1,000  Medicare  beneficiaries  is  less  than 
the  national  average.  This  adjustment 
prevents  any  disadvantage  to  hospitals 
in  States  with  below  average  utili^tion 
alleged  to  result  from  provision  of  more 
intensive  routine  services. 

11.  A  revised  schedule  of  dollar  limits, 
by  geographic  area  and  hospital  size, 
that  reflects  the  changes  cited  above. 

Discussion  of  Major  Comments 

In  response  to  the  notice  published  on 
April  1, 1980,  we  received  approximately 
100  comments  from  national  €md  State 
provider  organizations,  hospitals,  and 
individuals.  Our  responses  to  the  major 
comments,  and  the  changes  we  made  in 
the  proposed  schedule  of  limits  based  on 
these  comments,  are  set  forth  below. 

Comments  on  Changes  in  Methodology 

1.  Level  of  limits.  The  majority  of 
those  who  commented  on  this  issue 
stated  that  the  proposed  limits  are  too 
low  to  take  account  of  the  cost  increases 
that  have  occurred  since  July  1, 1979. 
Several  hospitals  stated  that,  under  the 
proposed  schedule,  they  would  be 
subject  to  lower  limits  than  if  we 
retained  the  interim  schedule  and 
updated  it  by  the  market  basket 
inflation  factors  published  in  the  April  1 
notice.  Some  conunenters  suggested  that 
we  continue  to  use  limits  set  at  the  80th 
percentile  of  group  costs,  while  others 
suggested  that  the  limits  be  set  at  a 
higher  percentage  (e.g.,  120  or  125 
percent)  of  the  mean.  In  addition,  a 


number  of  conunenters  stated  that  our 
decision  to  propose  limits  set  at  112 
percent  of  the  mean  appeared  to  be 
based  only  on  budgetary  factors,  and 
that  no  consideration  was  given  to 
identifying  costs  due  to  inefficiency. 

In  response  to  previous  notices,  we 
received  a  number  of  comments 
suggesting  that  use  of  percentile-based 
limits  is  inappropriate  because  those 
limits  imply  that  a  certain  percentage  of 
the  hospitals  in  each  group  will  be 
judged  inefficient,  even  where  variations 
in  group  costs  are  relatively  minor.  As 
explained  in  the  April  1  notice,  this 
result  is  avoided  if  the  limits  are  set  at  a 
percentage  of  the  mean.  Therefore,  we 
have  decided  not  to  adopt  the  comments 
suggesting  that  we  return  to  the  use  of 
percentile-based  limits. 

We  have  also  decided  not  to  adopt 
any  of  the  comments  suggesting  that  we 
set  the  new  limits  at  a  higher  percentage 
of  the  mean.  In  deriving  these  limits,  we 
have  used  a  wage  index  adjustment  that 
applies  to  a  number  of  labor-related 
expenses  rather  than  to  wages  and 
salaries  only,  and  have  also  provided  an 
automatic  adjustment  for  medical 
education  costs  that  are  not  excluded 
from  limitation.  We  believe  these 
refinements  to  the  methodology  we  used 
for  the  1979  schedules  signiHcantly 
improve  the  accuracy  of  the  new  limits. 
Because  we  have  made  these 
rehnements,  we  believe  that  a  12 
percent  allowance  above  mean  cost  is 
adequate  to  take  account  of  any 
variations  in  costs  that  are  consistent 
with  efficiency,  but  caused  by  factors 
not  provided  for  in  our  current 
methodology. 

Before  deciding  to  propose  limits  set 
at  112  percent  of  the  mean,  we 
considered  other  levels  for  the  limits, 
such  as  110  percent  or  115  percent  of  the 
mean.  In  evaluating  each  option,  we 
considered  the  number  and  types  of 
hospitals  that  would  be  affected  and  the 
extent  of  the  adverse  effect  on  these 
hospitals. 

Although  we  were  cognizant  of 
budgetary  factors  during  our  assessment 
of  various  options,  our  decision  on  the 
level  of  the  proposed  limits  was  based 
on  a  consideration  of  these  and  all  other 
relevant  factors,  and  represents  our  best 
judgment  of  the  level  that  will  avoid 
payment  for  costs  due  to  inefficiency 
without  adversely  affecting  a 
disporportionate  number  of  hospitals. 
Our  decision  to  adopt  the  new  limits  is 
based  on  the  same  considerations,  and 
on  a  review  of  the  comments  we 
received  on  the  proposed  limits. 

2.  Adjustment  for  medical  education 
costs.  Although  teaching  hospitals 
generally  favored  the  concept  of  an 
adjustment  to  the  limits  for  intern  and 
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resident  training  costs  that  are  not 
excluded  from  limitation,  we  received  a 
number  of  specific  suggestions  regarding 
the  scope  of  the  adjustment  and  our 
methodology  for  calculating  it.  One 
commenter  suggested  that  an 
adjustment  also  be  provided  for  nursing 
school  costs  that  are  not  excluded  from 
limitation.  Another  commenter 
suggested  that  each  hospital  be  allowed 
to  choose  between  receiving  an 
adjustment  or  the  actual  increased  costs 
generated  by  its  education  program.  It 
was  also  suggested  that,  instead  of 
providing  an  adjustment,  we  establish  a 
separate  classification  group  for 
teaching  hospitals.  Two  commenters 
suggested  that  the  ratio  of  interns  and 
residents  to  occupied  beds,  rather  than 
the  ratio  of  interns  and  residents  to  bed 
size,  be  used  to  compute  the  adjustment 
One  commenter  expressed  concern  that 
the  adjustment  could  induce  some 
hospitals  to  increase  their  numbers  of 
interns  and  residents  without 
adequately  increasing  their  teaching 
staffs.  To  prevent  this  result  this 
commenter  suggested  setting  an  upper 
limit  on  the  size  of  the  intern  and 
resident  to  bed  ratio  that  will  be  used  to 
compute  the  medical  education 
adjustment. 

We  developed  the  adjustment  for 
medical  education  costs  based  on  a 
study  of  the  relationship  between 
increased  levels  of  intern  and  resident 
training  and  overall  levels  of  inpatient 
general  routine  per  diem  operating  costs. 
We  believe  this  refinement  significantly 
improves  the  accuracy  of  the 
methodology  we  use  to  set  the  limits. 
However,  we  will  study  the  issue  of  how 
per  diem  costs  are  affected  by  various 
types  of  teaching  activity,  including 
nursing  education  programs.  If  we  find 
that  an  adjustment  for  types  of  nursing 
education  costs  that  are  covered  by  the 
limits  is  warranted,  we  will  propose  this 
adjustment  as  part  of  a  later  schedule. 

Our  current  n;gulations,  at  42  CFR 
405.460(f)(4],  provide  an  exception  to  the 
limits  for  a  provider  that,  when 
compared  to  other  providers  in  its  group, 
incurs  increased  costs  because  it 
operates  an  approved  education 
program  of  the  type  specified  in  42  CFR 
405.421.  We  believe  this  exception  is 
sufficient  to  account  for  any  costs  of 
nursing  education  programs  that  are  not 
excluded  from  limitation.  In  our  view, 
this  exception,  properly  interpreted,  also 
is  available  to  a  hospital  that  can 
demonstrate  that  it  has  actual  cost 
increases  due  to  intern  and  resident 
training  programs  that  are  greater  than 
the  amount  of  its  medical  education 
adjustment,  and  can  specifically  identify 


the  increased  costs.  We  plan  to  clarify 
42  CFR  405.460  on  this  point. 

We  also  have  not  adopted  the 
comment  suggesting  that  we  establish  a 
separate  comparison  group  for  teaching 
hospitals.  The  data  we  used  to  develop 
the  medical  education  cost  adjustment 
show  a  gradual  increase  in  per  diem 
cost  that  is  associated  with  increased 
levels  of  teaching  activity,  but  do  not 
show  any  clearly  deHned  breakpoint 
that  could  be  used  to  justify  a  separate 
grouping  of  teaching  hospitals. 

We  are  continuing  to  study  the 
suggestion  that  the  medical  education 
cost  adjustment  be  computed  based  on 
the  ratio  of  interns  and  residents  to 
occupied  beds.  However,  we  are 
concerned  that,  if  we  adopted  this 
suggestion,  fluctuations  in  utilization  not 
related  to  changes  in  levels  of  teaching 
activity  could  reduce  the  accuracy  of  the 
adjustment.  Therefore,  we  do  not 
believe  it  would  be  approriate  to 
introduce  this  change  into  the  final 
schedule.  We  will,  however,  consider 
this  suggestion  in  developing  future 
schedules. 

We  considered  the  suggestion  that  we 
establish  an  upper  limit  on  the  amount 
of  the  adjustment  provided  for  hospitals 
with  high  intem-and-resident  to  bed 
ratios.  If  we  hnd  that  this  change  will 
improve  the  accuracy  of  the  adjustment, 
we  will  propose  the  change  in  a  future 
notice. 

Although  we  have  not  made  any  of 
the  changes  suggested  in  our 
methodology  for  calculating  the  amount 
of  the  medical  education  cost 
adjustment,  we  have  modiHed  the 
methodology  and  reporting  requirements 
we  will  use  to  determine  a  hospital’s 
intem-and-resident  to  bed  ratio.  In  the 
April  1  notice,  we  proposed  to  calculate 
each  hospital's  adjustment  based  on  the 
number  of  full-time  equivalent  (FTE) 
interns  and  residents  in  approved 
programs  that  the  hospital  employed  on 
the  first  day  of  its  cost  reporting  period. 
(Our  method  of  determining  the  number 
of  FTE  interns  and  residents  is  set  forth 
in  step  4  of  the  “Calculation  of 
Individual  Hospital  Limit.’’)  We  also 
proposed  to  require  the  hospital  to 
report  this  number  to  its  Medicare 
intermediary  30  days  before  the  start  of 
that  period.  However,  various  hospitals 
use  cost  reporting  years  that  start  on 
different  dates,  and  we  are  concerned 
that  use  of  different  dates  for  reporting 
the  number  of  interns  and  residents 
employed  could  lead  to  inconsistent 
counting  of  these  interns  and  residents 
for  purposes  of  the  adjustment. 

To  avoid  this  problem,  we  will  require 
each  hospital  to  report  the  number  of 
FTE  interns  and  residents  it  employed 
on  the  September  30  preceding  the  date 


on  which  the  report  is  due.  We  selected 
September  30  for  this  purpose  because 
hospitals  now  generally  report  to  the 
AHA  their  levels  of  intern  and  resident 
employment  as  of  September  30  of  each 
year.  We  also  selected  this  date  because 
we  now  calculate  the  amount  of 
hospitals’  exceptions  for  intern  and 
resident  training  costs  under  42  CFR 
405.460(f)(4)  based  on  the  number  of  FTE 
interns  and  residents  employed  on 
September  30  of  the  reporting  period  for 
which  the  exception  is  granted.  To  allow 
the  hospital  to  be  notified  of  its  limit  at 
least  30  days  before  the  start  of  the  cost 
reporting  period  to  which  the  limit 
applies,  we  are  requiring  this  report  to 
be  made  at  least  45  days  before  the  start 
of  each  cost  reporting  period. 

When  it  receives  the  hospital’s  report 
of  its  number  of  FTE  interns  and 
residents,  the  intermediary  will 
calculate  the  hospital’s  limit  based  on 
that  report  and  on  the  methodology  set 
forth  below.  The  hospital  also  will  be 
required  to  report,  when  it  submits  its 
cost  report  for  each  period,  the  actual 
number  of  FTE  interns  and  residents  it 
employed  on  September  30  of  that 
period.  The  intermediary  will  adjust  the 
hospital’s  limit  retroactively  at  Hnal 
settlement  to  take  account  of  any 
difference  between  the  number  of 
interns  and  residents  the  hospital 
actually  employed  and  the  number  on 
which  its  adjustment  was  based. 

We  also  plan  to  instruct  the 
intermediaries  to  require  verification  of 
any  reported  intem-and-resident  to  bed 
ratios  that  are  unusually  high  or  that 
show  a  significant  increase  over  the 
ratio  for  the  previous  year.  We  believe 
this  procedure  will  help  prevent  or 
correct  inaccurate  reporting,  and  will 
also  help  identify  hospitals  with 
unusually  large  numbers  of  interns  and 
residents.  If  our  experience  in  applying 
the  teaching  adjustment  shows  that  a 
limit  on  the  amount  of  the  adjustment  is 
needed,  we  will  publish  a  notice  in  the 
Federal  Register  that  explains  how  we 
would  develop  and  apply  this  type  of 
limit. 

3.  Application  of  the  wage  index  to 
employee  benefits,  professional  fees, 
costs  of  business  services,  and  other 
miscellaneous  expenses.  Some 
commenters  agreed  with  our  proposal  to 
apply  the  wage  index  adjustment  to  the 
portion  of  per  diem  cost  (79.53  percent) 
represented  by  wages  and  salaries, 
employee  benefits,  professional  fees, 
costs  of  business  services,  and  other 
miscellaneous  expenses.  Other 
commenters  stated  that  the  adjustment 
should  apply  to  the  wages  and  salaries 
portion  of  per  diem  cost  (60.04  percent) 
only.  We  also  received  comments 
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suggesting  that  we  apply  the  adjustment 
only  to  wages  and  salaries  and 
employee  benefits  (67.92  percent),  or  to 
wages  and  salaries,  employee  benefits, 
and  professional  fees  [72.29  percent) 
only.  In  each  case,  the  commenters  who 
opposed  extending  the  adjustment  to 
certain  categories  of  costs  (other  than 
wages  and  salaries)  did  so  because  they 
believed  there  was  no  correlation 
between  area  differences  in  wage  levels 
and  differences  in  these  other 
categories. 

As  explained  in  the  April  1  notice,  the 
data  we  used  to  develop  the  limits  show 
a  high  degree  of  correlation  between 
variations  among  hospitals  in  routine 
per  diem  costs  and  area  variations  in 
prevailing  wage  levels.  We  believe  this 
relationship  exists  because  the  wage 
index,  which  reflects  area  differences  in 
wage  levels  that  occur  for  a  variety  of 
reasons,  acts  as  a  proxy  for  other 
variables  that  we  have  not  been  able  to 
identify.  Because  of  the  high  degree  of 
correlation  between  area  wage  levels 
and  overall  levels  of  routine  per  diem 
costs,  we  have  not  adopted  any  of  the 
comments  suggesting  that  we  reduce  the 
percentage  of  per  diem  cost  that  is 
adjusted  by  the  wage  index. 

In  addition  to  the  comments  discussed 
earlier,  we  received  a  number  of 
adverse  comments  on  the  expanded 
wage  index  adjustment  from  hospitals  in 
low-wage  areas.  These  hospitals  stated 
that  the  reduction  in  the  level  of  the 
limits  from  the  80th  percentile  to  112 
percent  of  the  mean,  together  with  the 
increased  percentage  of  per  diem  cost 
that  is  adjusted  by  the  wage  index, 
would  result  in  limits  that  are  only  5  to  6 
percent  above  the  interim  limits 
published  on  August  9, 1979.  These 
hospitals  suggested  that  we  limit  the 
wage  index  adjustment  to  the  wages 
and  salaries  portion  of  routine  per  diem 
cost. 

Although  the  situation  described  by 
these  hospitals  results  in  part  from  the 
expanded  wage  index  adjustment,  we 
believe  it  also  occurred  because  of  the 
level  of  the  inflation  factors  we  used  to 
develop  the  proposed  limits.  These 
factors,  although  they  were  based  on  the 
most  current  estimates  available  when 
we  published  the  proposed  limits,  were 
for  the  most  part  significantly  lower 
than  the  later  inflation  estimates  we 
used  to  derive  the  new  schedule.  (Our 
change  to  these  estimates  is  explained 
later  in  this  preamble.)  We  believe  use 
of  these  revised  estimates,  which  result 
in  higher  limits  than  those  published  on 
April  1,  will  significantly  reduce  the 
adverse  effect  of  the  new  limits  on 
hospitals  in  low-wage  areas. 


Comments  on  Related  Issues 

In  addition  to  the  preceding  comments 
we  received  several  comments  on 
various  issues  that  are  not  directly 
related  to  the  changes  in  methodology 
proposed  in  the  April  1  notice.  These 
comments  are  as  follows; 

1.  Adjustment  of  market  basket  index. 
In  the  April  1  notice,  we  stated  that  the 
projected  rates  of  increase  in  the  market 
basket  index  would  be  adjusted  to  equal 
the  actual  rates  of  increase  if  the  actual 
rates  exceeded  the  projections  by  ait 
least  .3  of  1  percentage  point.  Several 
commenters  stated  that  this  threshold 
for  adjustment  is  too  high,  and  suggested 
that  we  publish  revised  rates  of 
increase,  and  adjust  hospitals'  limits 
accordingly,  if  there  is  any  difference 
between  projected  and  actual  increases 
in  the  market  basket  index.  In  addition, 
one  commenter  requested  a  more 
detailed  explanation  of  the  procedure 
HCFA  will  use  to  adjust  the  market 
basket  index. 

We  have  not  adopted  the  comment 
suggesting  that  we  publish  actual  market 
basket  rates  of  increase,  and  adjust  the 
limits  retroactively  based  on  these  rates, 
whenever  there  is  any  difference 
between  the  projected  and  actual  rates 
of  increase.  We  believe  that  .3  of  one 
percentage  point  is  a  reasonable 
threshold  for  determining  whether  an 
adjustment  is  needed. 

If  the  actual  rate  of  increase  in  the 
market  basket  index  exceeds  the 
projected  increase  by  .3  of  1  i}ercentage 
point  or  more,  we  will  publish  a  notice 
in  the  Federal  Register  that  sets  forth  the 
actual  rate.  We  will  also  include,  in  the 
Federal  Register  notice,  a  method  for 
adjusting  the  current  limits  to  reflect  the 
actual  rate  of  increase.  We  will  issue 
program  instructions  to  the  Medicare 
intermediaries  that  set  forth  the  same 
information,  and  direct  the 
intermediaries  to  adjust  hospitals’ 
interim  and  final  reimbursement  to 
reflect  the  increased  limits. 

2.  Use  of  hospital  industry  wages.  One 
commenter  objected  to  the  use  of 
hospital  industry  wages  in  calculating 
cost  increases  in  the  “Wages  and 
Salaries"  component  of  the  market 
basket.  This  commenter  stated  that  use 
of  these  wages  to  develop  an  inflation 
factor  for  the  hospital  limits  tends  to 
make  increases  in  hospital  wage  levels 
self-reinforcing,  and  suggested  that  we 
use  service  industry  wages  to  predict 
changes  in  this  component. 

We  use  hospital  industry  wages  for 
the  “Wages  and  Salaries”  component  of 
the  market  basket  because  we  believe 
these  wages  are  the  most  accmate 
indicator  of  changes  in  this  component 
of  cost.  Therefore,  we  did  not  adopt  this 


comment.  Also,  our  data  show  that 
service  industry  wages  have  been 
increasing  at  roughly  the  same  rate  as 
hospital  industry  wages.  Therefore,  we 
do  not  believe  the  change  suggested  by 
this  commenter  would  restrain  increases 
in  hospital  wage  levels. 

3.  Level  of  market  basket  inflation 
factors.  Several  commenters  stated  that 
the  market  basket  index  factors 
published  in  the  April  1  notice  are  too 
low  to  reflect  actual  cost  increases  since 
July  1. 1979. 

The  projected  inflation  factors  we 
used  in  developing  the  proposed  limits 
published  on  April  1  were  based  on  the 
most  current  analyses  of  increases  in 
hospital  costs  available  at  that  time.  We 
have  since  obtained  an  actual  market 
basket  increase  factor  for  July  1  through 
December  31, 1979,  and  more  current 
estimates  for  later  periods.  We  have 
used  these  updated  factors,  which  are 
for  the  most  part  significantly  higher 
than  those  published  on  April  1,  to 
derive  the  new  limits.  We  also  have 
explained  this  change  in  greater  detail 
later  in  this  preamble. 

4.  Accuracy  of  wage  index.  Several 
commenters  questioned  the  accuracy  of 
the  wage  indices  for  particular  areas. 

We  also  received  comments  questioning 
the  overall  accuracy  of  the  data  we  use 
to  compute  the  wage  index. 

The  hospital  wage  data  we  used  to 
develop  the  hospital  wage  index  were 
supplied  by  the  Bureau  of  Labor 
Statistics  (BLS),  and  are  the  most 
reliable  data  available.  If  we  discover 
that  we,  or  the  BLS,  have  made  any 
errors  that  result  in  incorrect  wage 
indices  for  any  of  these  areas,  we  will 
publish  corrected  wage  indices  in  the 
Federal  Register,  and  will  direct  the 
Medicare  intermediaries  to  recalculate 
the  limits  for  hospitals  in  these  areas. 
However,  HCFA  is  not  able  to  correct 
any  inaccuracies  in  the  wage  index  that 
may  result  from  some  hospitals’  failure 
to  report  the  required  wage  data. 

5.  Increased  Wage  Costs  Due  to 
Nursing  Shortages.  One  commenter 
stated  that  hospitals  located  in  areas 
where  nurses  are  in  short  supply  often 
must  pay  unusually  high  nursing  salaries 
to  attract  an  adquate  supply  of  nurses. 
This  commenter  suggested  that  our 
methodology  for  deriving  and  applying 
the  limits  is  inadequate  because  it  does 
no  explicitly  recognize  these  higher 
levels  of  nursing  salary  cost. 

Nursing  salaries  are  an  important 
component  of  the  overall  hospital  wages 
that  we  use  to  develop  the  hospital 
wage  index.  To  the  extent  the  mnsing 
salaries  in  an  area  are  unusually  high, 
this  higher  level  of  cost  should  increase 
the  wage  index  that  we  use  to  adjust  the 
labor-related  component  of  cost  for 
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hospitals  in  the  area.  Because  we 
believe  the  wage  index  adjustment 
adequately  accounts  for  area  differences 
in  nursing  salary  costs,  we  did  not  adopt 
the  suggestion  that  a  specific  adjustment 
be  developed  for  these  costs. 

6.  Regional  Variations  in  Number  of 
Physicians  Employed.  One  comment 
stated  that  the  data  base  we  used  to 
develop  the  wage  index  is  inadequate 
because  it  is  not  adjusted  to  reflect  the 
fact  that  hospitals  in  some  parts  of  the 
country  employ  higher  numbers  of 
physicians,  relative  to  other 
occupational  specialities,  than  hospitals 
in  other  areas.  The  commenter  stated 
that  this  characteristic  of  the  data  tends 
to  artificially  increase  the  wage  indices 
for  some  areas,  and  suggested  that,  to 
avoid  this  problem,  we  should  develop 
the  wage  index  based  on  wage  data 
collected  by  the  American  Hospital 
Association  (AHA). 

We  are  aware  that  the  BLS  wage  data 
we  used  to  develop  the  wage  index  do 
not  reflect  a  standard  occupational  mix. 
We  are  studying  this  situation  to 
determine  whether  any  refinements  in 
our  data  base  would  be  appropriate. 
However,  we  are  not  basing  the  wage 
index  on  AHA  data  because  these  data 
are  less  complete  than  those  supplied  by 
the  BLS,  since  they  do  not  include  all  of 
the  occupational  categories  comprised 
by  the  BLS  data  base. 

7.  Exemption  of  Puerto  Rico  from  the 
limits.  Several  commenters  asked 
whether  the  proposed  limits  would 
apply  to  hospitals  in  Puerto  Rico. 

Because  the  BLS  does  not  collect  wage 
data  from  hospitals  in  Puerto  Rico,  we 
are  unable  to  compute  wage-adjusted 
limits  for  hospitals  in  that  area. 
Therefore,  we  have  decided  to  exempt 
these  hospitals  from  the  limits  set  forth 
below. 

8.  Adequacy  of  classification  system. 
Several  commenters  stated  that  our 
current  system  of  classifying  hospitals 
by  urban/rural  location  and  bed  size  is 
inadequate  because  it  ignores  other 
factors  that  can  produce  significant 
variations  in  hospital  costs.  These 
commenters  suggested  that  we  include 
patient  mix,  scope  of  services,  and 
regional  variations  in  the  costs  of  items 
and  services  hospitals  purchase  in  our 
classification  methodology. 

Although  patient  mix  and  scope  of 
services  are  not  explicitly  included  in 
our  classification  system,  it  is  inaccurate 
to  suggest  that  the  system  ignores  these 
factors.  We  believe  that,  in  general, 
larger  facilities  exhibit  both  higher 
proportions  of  complicated  cases  and 
higher  incidences  of  specialized 
services.  Because  we  group  hospitals  by 
bed  size  in  establishing  the  limits, 
hospitals  that  offer  specialized  services 


or  treat  more  serious  cases  tend  to  be  in 
the  same  classification  groups  and 
therefore  are  compared  with  each  other 
for  purposes  of  deriving  and  applying 
the  limits. 

In  addition,  42  CFR  405  460  (f)(1)  and 
(f)(5)  provide  exceptions  for  hospitals 
that  exceed  the  limits  because  they 
furnish  atypical  items  or  services  to 
meet  the  special  needs  of  their  patients, 
or  furnish  more  intensive  routine  care 
than  other  hospitals  having  a  reasonably 
similar  patient  mix.  We  believe  these 
exceptions  are  adequate  to  account  for 
any  cost  variations  due  to  patient  mix  or 
scope  of  services  that  are  not  otherwise 
recognized  under  our  current 
classification  system. 

Our  current  methodology  does  not 
explicitly  recognize  regional  variations 
in  non-labor  costs  because  we  do  not 
now  have  adequate  data  to  develop  an 
adjustment  for  these  variations. 

However,  we  believe  that  applying  the 
wage  index  adjustment  to  79.53  percent 
(rather  than  60.04  percent)  of  per  diem 
cost  will  make  our  limits  better  reflect 
regional  cost  differences. 

9.  Energy  costs  and  malpractice 
insurance  costs.  Some  commenters 
stated  that  the  costs  of  energy  and 
malpractice  insurance  are  beyond 
hospitals’  control,  and  suggested  that 
these  costs  be  excluded  from  the  limits. 

Because  we  establish  the  hospital  cost 
limits  by  comparing  the  costs  of  similar 
hospitals,  we  believe  that  our 
methodology  adequately  recognizes  the 
recent  increase  in  energy  prices.  Under 
our  methodology,  a  hospital  would  be 
penalized  for  increases  in  its  energy 
costs  only  if  those  costs  increased  more 
rapidly  than  the  energy  costs  of  other 
hospitals.  We  believe  hospitals  have  a 
variety  of  energy  conservation 
techniques  available  to  them,  and  that 
including  energy  costs  among  the  costs 
subject  to  limitation  will  encourage  them 
to  adopt  these  techniques.  However,  our 
regulations,  at  42  CFR  405.460(f)(2), 
provide  an  exception  to  the  limits  for 
cost  increases  due  to  extraordinary 
circumstances  beyond  the  control  of  the 
hospital.  If  a  hospital  can  show  that  the 
higher  costs  resulted  from  extraordinary 
increases  in  its  energy  costs,  the 
hospital  can  obtain  an  exception  to  the 
limit. 

On  July  1, 1979,  we  published  a  fined 
rule  that  amended  42  CFR  405.452  to 
require  that  malpractice  insurance  costs 
be  excluded  from  routine  operating 
costs  and  apportioned  directly  to  the 
Medicare  program  based  on  Medicare 
malpractice  loss  experience  (44  FR 
•31641).  The  amended  rule  was  effective 
on  July  1, 1979.  Since  that  date,  these 
costs  also  have  been  excluded  from  the 


costs  subject  to  limitation  under  42  CFR 
405.460. 

Changes  in  Schedule  of  Limits 

Use  of  Revised  Inflation  Factors 

In  deriving  the  proposed  limits  we 
published  on  April  1,  we  used  the  most 
recent  cost  report  data  available  as  of 
July  18, 1979,  and  projected  these  data 
from  the  midpoints  of  the  cost  reporting 
periods  used  in  the  data  collection 
through  December  31, 1980,  which  is  the 
midpoint  of  the  first  cost  reporting* 
period  to  which  the  new  limits  apply. 
From  the  midpoints  of  the  cost  reporting 
periods  used  in  the  data  collection  to 
June  30, 1979,  we  inflated  the  data  by 
using  actuarial  estimates  of  cost 
increases  that  are  based  on  data  from 
Medicare  cost  reports  and  trends  in  the 
relationship  between  the  increases  in 
total  costs  and  routine  costs.  These  data 
were  then  inflated  from  July  1, 1979, 
through  December  31, 1980,  by  use  of  the 
estimated  rate  of  increase  in  the  market 
basket  index.  We  used  the  most  current 
inflation  estimates  available  at  the  time 
we  published  the  April  1  notice. 

Since  publishing  the  April  1  notice,  we 
have  completed  an  analysis  of  cost 
report  data  that  has  produced  more 
current  actuarial  estimates  of  cost 
increases  for  1978  and  the  first  half  (i.e., 
l/l  through  6/30)  of  1979.  We  have  also 
revised  our  market  basket  inflation 
factor  for  the  last  half  (7/1  through  12/ 
31)  of  1979,  and  have  developed  more 
current  market  baskets  projections  for 
1980  and  1981.  The  inflation  factors  used 
in  developing  the  April  1  schedule,  and 
the  revised  factors  we  used  to  develop 
the  new  schedule,  are  as  follows: 


Year  Inflation  factor  Revised  inflation 

factor  (percent) '  factor  (percent) 


1978 .  10,0  12.2 

1979* .  10.5  12.2 

1979’ .  9.3  9.1 

1980  .  10.1  11.7 

1981  .  9.8  10.6 


'Used  for  April  1, 1980  schedule. 
’January  1  through  June  30. 
’July  1  through  December  31. 


Use  of  the  more  current  inflation 
factors  has  increased  the  labor-related 
and  non-labor  components  shown  in 
Tables  I  and  II. 

Recomputation  of  Wage  Index 

The  wage  index  values  used  for  the 
new  schedule  of  limits  also  differ  from 
those  published  in  the  April  1  notice.  In 
the  case  of  the  SMSA  wage  index  (see 
Table  III  A),  these  differences  are 
caused  by  the  inclusion  in  our  wage 
data  base  of  wage  data  from 
governmental  hospitals  in  Minnesota. 
The  addition  of  these  data,  which  were 
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inadvertently  omitted  from  the  wage 
data  we  used  to  calculate  the  April  1 
wage  index,  changes  not  only  the 
Minnesota  indices  but  those  for  all  other 
areas  as  well.  These  changes,  which 
generally  are  very  small,  occur  because 
each  wage  index  value  is  computed 
relative  to  the  national  average  SMSA 
wage,  and  the  change  in  that  average 
caused  by  the  Minnesota  data  required 
recomputation  of  the  wage  index  value 
of  each  SMSA. 

In  the  case  of  the  non-SMSA  wage 
index  (see  Table  III  B),  the  differences 
resulted  not  only  from  addition  of  the 
Minnesota  data  but  also  from  the 
deletion  of  Rhode  Island  wage  data  from 
the  non-SMSA  data  base.  (The 
classihcation  of  all  of  Rhode  Island  as 
urban  is  explained  in  a  notice  published 
in  the  Federal  Register  on  June  18, 1980. 

These  changes  in  the  data  base 
required  recalculation  of  the  non-SMSA 
average  wage,  which  resulted  in  slight 
changes  in  each  individual  non-SMSA 
wage  index  value. 

Since  the  labor-related  and  non-labor 
components  shown  in  Tables  I  and  II  are 
derived  by  using  the  wage  index,  these 
changes  in  the  wage  index  values  have 
also  caused  minor  changes  in  the  Table  I 
and  Table  II  amounts. 

Cost-of -Living  Adjustment  for  Alaska 
and  Hawaii 

We  have  made  two  changes  in  the 
part  of  our  methodology  that  is  designed 
to  permit  the  limits  to  be  increased  to 
reflect  generally  higher  levels  of  cost  in 
Alaska  and  Hawaii.  In  the  April  1 
notice,  we  proposed  to  apply  the  cost-of- 
living  adjustment  to  both  the  labor- 
related  and  non-labor  components  for 
hospitals  in  these  States.  However,  we 
have  received  a  comment  suggesting 
that  use  of  the  wage  index  adjustment, 
which  is  applied  to  the  labor-related 
component,  is  adequate  to  account  for 
the  higher  levels  of  these  labor-related 
costs  in  Alaska  and  Hawaii.  We  have 
decided  to  adopt  this  suggestion. 
Therefore,  under  the  new  schedule,  only 
the  non-labor  components  for  Alaska 
and  Hawaii  will  be  subject  to  the  cost- 
of-living  adjustment. 

In  addition,  we  have  revised  the 
amount  of  some  of  the  cost-of-living 
adjustments  for  Hawaii  based  on  1979 
data  obtained  from  the  U.S.  Office  of 
Personnel  Management,  which  are  the 
most  current  data  available.  The  cost-of- 
living  adjustment  factors  published  in 
the  April  1  notice,  and  the  revised 
factors  used  under  the  new  schedule, 
are  a  follows: 


Location  April  1  New 

adjustment  adjustment 
factor  tactor 


Alaska .  1.25  '126 

Hawaii: 

Oahu . .  1  16  1  125 

Kauai .  1175  115 

Molokai . .  115  '115 

Maui  and  Lanai .  1125  110 

Hawaii . 1.15  1  10 


'  No  change 

Methodology  for  Determining  Per  Diem 
Routine  Operating  Cost  Limit 

Development  of  Published  Limits 

1.  Data.  We  developed  the  limits  by 
using  actual  hospital  inpatient  general 
routine  operating  cost  data  obtained 
from  the  latest  Medicare  cost  reports 
available  as  of  July  18, 1979.  In 
developing  the  limits,  we  excluded 
capital-related  costs  and  the  costs 
allocated  to  the  interns  and  residents  (in 
approved  programs)  and  nursing  school 
cost  centers  on  these  cost  reports.  We 
then  adjusted  the  remaining  data  for 
inflation  by  projecting  cost  report  data 
from  the  midpoints  of  the  cost  reporting 
periods  used  in  the  data  collection 
through  December  31, 1980,  which  is  the 
midpoint  of  the  hrst  cost  reporting 
period  to  which  the  limits  will  apply. 

The  percentage  increases  over  the 
previous  year  that  we  used  for  this 
projection  are: 

Percent 


1077 .  10.0 

1978  .  12.2 

1979  (1/1  thfough  6/30) .  12.2 

1979  market  basket  (7/1  through  12/31) .  '9.1 

1980  market  basket .  *’11.7 

1981  market  basket .  ”10.6 


'Final  rate,  based  on  HCFA  computer  run  of  Data  Re¬ 
sources,  Inc.  (DRt)  historical  data  banks  as  of  April  7.  1980 
(see  Appendix  I,  Footnote  2). 

‘Estimated  percentage. 

‘Based  on  hospital  industry  wages. 

If  the  actual  rate  of  the  increase  is 
more  than  .3  of  1  percentage  point  above 
the  estimated  rate,  we  will  publish  that 
rate  in  the  Federal  Register.  The 
Medicare  intermediaries  will  use  the 
actual  rate  published  in  the  Federal 
Register  to  adjust  each  hospital’s  cost 
limit  at  the  time  of  final  settlement. 

2.  Adjustment  for  Education  Costs. 
After  adjusting  each  hospital’s  per  diem 
routine  operating  cost  for  inflation,  we 
divided  the  per  diem  cost  by  1.0  plus  the 
product  of  the  education  adjustment 
factor  (.047)  and  the  individual 
hospital’s  adjusted  intem-and-resident 
to  bed  ratio.  We  determined  that 
adjusted  ratio  by  dividing  the  number  of 
full-time  equivalent  (FTE)  interns  and 
residents  for  the  cost  reporting  period  to 
which  the  per  diem  cost  applies  (see 
step  4  of  the  “Calculation  of  Individual 
Hospital  Limit”)  by  the  hospital’s  bed 
size  determined  at  the  beginning  of  that 


period  to  obtain  the  hospital’s  intem- 
and-resident  to  bed  ratio,  and  dividing 
that  ratio  by  .1. 

Example:  After  adjustment  for  inflation,  the  j 
per  diem  operating  cost  of  a  686-bed  hospital  j 
in  Los  Angeles,  California,  is  $170.  The 
hospital  employed  77  FTE  interns  and 
residents  in  approved  teaching  programs.  I 

The  per  diem  cost  is  adjusted  for  education 
costs  as  follows: 

77 -1-686=. 1122,  which  is  the  intem-and- 
resident  to  bed  ratio  for  this  hospital. 

.1122-;- .1  =  1.122 — Adjusted  Ratio 
$170-;-  [1  -I-  (.047  X  1.122)]  = 

$170-;-1.0527=$161.49,  Education-adjusted 
per  diem  cost. 

This  adjusted  per  diem  cost  is  divided 
into  labor-related  and  non-labor 
portions,  adjusted  by  the  wage  index 
and  used  to  calculate  the  group  means 
(see  steps  3  and  4  below). 

3.  Use  of  Wage  Index  to  Adjust  Cost 
Data.  We  divided  each  hospital’s 
adjusted  per  diem  routine  operating  cost 
into  labor-related  and  non-labor 
portions.  We  determined  the  labor- 
related  portion  of  cost  by  multiplying 
each  hospital’s  adjusted  per  diem 
routine  operating  cost  by  79.53  percent, 
which  is  the  labor-related  portion  of  cost 
from  the  market  basket.  We  then 
divided  the  labor-related  portion  of  each 
hospital’s  per  diem  cost  by  the  wage 
index  applicable  to  the  hospital’s 
location  (see  Tables  IlIA  and  IIIB)  to 
arrive  at  an  adjusted  labor-related 
portion  of  routine  cost. 

4.  Group  Means.  We  calculated 
separate  means  of  routine  labor-related 
and  non-labor  operating  costs  for  each 
group  established  in  accordance  with 
the  hospitals’  urban/non-urban  location 
and  bed  size. 

5.  Components  of  Limit.  For  each 
group,  we  multiplied  the  mean  labor- 
related  and  mean  non-labor  costs  by  112 
percent  (see  Tables  1  and  11). 

Calculation  of  Individual  Hospital  Limit 

1.  Cost-of-Living  Adjustment  (Alaska 
and  flawaii  Hospitals  Only).  If  a 
hospital  is  located  in  Alaska  or  Hawaii, 
the  hospital’s  intermediary  will  multiply 
the  non-labor  component  for  the 
hospital’s  group  (see  Tables  I  and  II)  by 
the  appropriate  cost-of-living  adjustment 
factor  from  the  following  list.  The 
intermediary  will  use  the  adjusted  non¬ 
labor  component  in  computing  the 
hospital’s  limit. 

Location  and  Cost-of-Living  Adjustment 

Factor 

Alaska — 1.25 

Hawaii:  * 

Oahu— 1.125 

Kauai — 1.15 

Molakai — 1.15 

Maui  and  Lanai — 1.10 

Hawaii — 1.10 
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Example — Calculation  of  Cosl-of-Living 
Adjusted  Non-Labor  Component  for  a  400- 
bed  Hospital  Located  in  Alaska. 

Non-Labor  Component — $28.04  (Published 
in  Table  I.) 

Adjustment  Factor  for  Alaska =1.25 

$28.04  X  1.25=$35.05  Cost-of-Living 
Adjusted  Non-Labor  Component. 

2.  Adjustment  of  Labor-Related 
Component  by  Wage  Index.  To  arrive  at 
a  labor-adjusted  limit  for  each  hospital, 
the  hospital's  Medicare  intermediary 
vyill  multiply  the  labor-related 
component  for  the  hospital’s  group  by 
the  wage  index  developed  from  the 
wage  levels  for  hospital  workers  in  the 
area  in  which  the  hospital  is  located 
(see  Tables  IIIA  and  IIIB).  The 
individual  limit  that  applies  to  any 
hospital  will  be  the  sum  of  the  non-labor 
component,  plus  the  adjusted  labor- 
related  component,  unless  the  hospital 
also  qualifies  for  one  or  more  of  the 
adjustments  described  in  steps  3. 4.  and 
5  below. 

Example — Calculation  of  Adjusted  Limit 
for  a  686-bed  Hospital  Located  in  Los  Angeles. 
California. 

Non-Labor  Component — $29.93  (published  ' 
in  Table  I). 

Labor-related  Component — $101.55 
(published  in  Table  I). 

SMSA  Wage  Index — 1.2905  (published  in 
Table  III  A). 

Computation  of  Adjusted  Limit 
$101.55X1.2905  (wage 

index)=$131.05— Adjusted  Labor  Component 
$131.05 -I- $29.93=$160.98— Adjusted  limit. 

The  wage  indices  for  each  SMSA/NECMA 
and  for  the  non-SMSA  areas  of  each  State 
are  published  in  Tables  UlA  and  IIIB. 

3.  Adjustment  for  Covered  Days  of 
Care.  If  a  hospital  is  located  in  a  State 
which  is  entitled  to  a  covered  days  of 
care  adjustment  (see  Table  IV  the 
intermediary  will  determine  the 
adjusted  limit  for  the  hospital,  and 
multiply  that  limit  by  the  applicable 
factor  from  Table  IV, 

Example — A  686-bed  hospital  in  Los 
Angeles,  Caliomia  has  an  adjusted  limit  of 
$160.98.  The  adjustment  factor  from  Table  IV 
is  1.07015 

Adjusted  limit  $160.98  X  Adjustment  factor 
1.07015  =$172.72  which  is  the  hospital's  limit 
after  application  of  the  covered  days  of  care 
adjustment. 

4.  Education  Cost  Adjustment.  If  a 
hospital  has  a  graduate  medical 
education  program  approved  under  42 
CFR  405.421,  the  Medicare  intermediary 
will  increase  the  hospital's  limit  by  .047 
for  each  .1  increase  (above  zero)  in  the 
hospital’s  ratio  of  full-time  equivalent 
(FTE)  interns  and  residents  (in  approved 
programs)  to  its  bed  size.  The  hospital 
will  report  to  its  intermediary,  45  days 
before  the  start  of  each  cost  reporting 
period,  the  number  of  FTE  interns  and 
residents  it  employed  on  the  September 


30  immediately  preceding  the  date  on 
which  this  report  is  due.  The 
intermediary  will  calculate  the  amount 
of  the  education  cost  adjustment  based 
on  that  report,  and  will  adjust  the 
hospital’s  limit  retroactively  at  final 
settlement  if,  for  a  cost  reporting  year,  a 
hospital  actually  employed  more  or 
ferwer  FTE  interns  and  residents  on 
September  30  of  that  period  than  the 
number  it  reported. 

The  number  of  full-time  equivalent 
interns  and  residents  is  the  sum  of: 

1.  Interns  and  residents  employed  for 
35  hours  or  more  pier  week,  and 

2.  One  half  of  the  total  number  of 
interns  and  residents  working  less  than 
35  hours  per  week  (regardless  of  the 
number  of  hours  worked. 

For  purposes  of  this  adjustment,  a 
hospital  will  be  allowed  to  count  only 
interns  and  residents  in  teaching 
programs  approved  under  42  CFR 
405.421  who  are  employed  at  the 
hospital.  Interns  and  residents  in 
unapproved  programs  and  those  who 
are  on  the  hospital’s  payroll  but  furnish 
services  at  another  site  will  not  be  taken 
into  account  in  making  this  adjustment. 

Example — A  686-bed  hospital  in  Los 
Angeles,  California  has  an  adjusted  limit  of 
$172.27  for  the  cost  reporting  period 
beginning  July  1, 1960.  The  hospital  employed 
77  FTE  interns  and  residents  in  approved 
teaching  programs  on  September  30, 1979. 

77-r686=.1122  Ratio  of  FTE  Interns  and 
Residents  to  Beds 

Ratio  .1122-:- .1=1.122  Adjusted  ratio 

The  Education  Adjustment  Factor  is  .047. 

Adjusted  limit  $172.27  X  [l-F  (education 
adjustment  factor  .047 X adjusted  ratio 
1.122)1  =$172.27x  1.0527=$181.35  Education- 
adjusted  limit. 

If  the  number  of  FTE  interns  and  residents 
the  hospitals  employs  on  September  30. 1980. 
is  more  or  less  than  77,  the  intermediary  will 
adjust  the  hospital’s  limit  at  the  time  of  final 
settlement  of  the  hospital's  cost  report 

5.  Adjustment  for  Cost  Reporting 
Year.  If  a  hospital  has  a  cost  reporting 
period  beginning  on  or  after  August  1, 
1980,  the  intermediary  will  increase  the 
limit  that  would  otherwise  apply  to  the 
hospital  by  the  factor  from  Table  V  that 
corresponds  to  the  month  and  year  in 
which  the  cost  reporting  period  begins. 
Each  factor  represents  the  monthly 
increase  that  we  derived  by  dividing  the 
projected  annual  increase  in  the  market 
basket  index  by  twelve.  This  adjustment 
is  needed  to  account  for  price  increases 
that  occur  after  the  date  on  which  the 
limits  are  effective. 

Example — A  686-bed  hospital  in  Los 
Angeles,  California  has  a  cost  reporting 
period  that  begins  January  1, 1981. 

The  otherwise  applicable  limit  for  the 
hospital  is  $181.35. 

Computation  of  Revised  Hospital  Limit 

Individual  Hospital  Adjusted  Limit — 
$181.35 


Adjustment  factor  from  Table  V — 1.0530 

Adjusted  Limit  $181.35  x  Adjustment  factor 
1.0530 

Revised  limit  $190.96 

If  a  hospital  uses  a  cost  reporting  period 
that  is  not  12  months  in  duration,  a  special 
calculation  of  the  adjustment  factor  must  be 
made.  This  results  from  the  fact  that 
projections  are  computed  to  the  midpoint  of  a 
cost  reporting  period  and  the  adjustment 
factors  in  Table  V  are  based  on  an  assumed 
12  month  reporting  period.  For  cost  reporting 
periods  other  than  12  months,  the  calculation 
must  be  done  specifically  for  the  midpoint  of 
the  cost  reporting  period.  The  hospital's 
intermediary  will  obtain  this  adjustment 
factor  from  HCFA. 

Waiver  of  30-Day  Delay  in  Effective 
Date 

The  schedule  of  limits  set  forth  below 
is  based  on  more  current  hospital  cost 
data  than  the  imterim  schedule  that  is 
now  in  effect,  and  incorporates  several 
refinements  in  methodology  that  are  not 
included  in  the  interim  schedule. 

Many  hospitals  have  cost  reporting 
periods  starting  on  July  1, 1980,  and  we 
do  not  believe  it  would  be  in  the  public 
interest  for  these  hospitals  to  be  covered 
by  the  interim  limits  for  an  additional 
year.  We  have  not  delayed  the  effective 
date  of  these  limits  because  prompt 
implementation  of  the  improvements  we 
have  made  to  the  methodology  used  in 
the  current  limits  will  result  in  more 
accurate  and  equitable  reimbursement 
to  hospitals  generally. 

Because  of  these  considerations, 
HFCA  has  determined  that  good  cause 
exists  to  waive  the  customary  30-day 
delay  between  publication  of  new  limits 
and  their  effective  date,  and  to  apply  the 
new  limits  to  hospitals  with  cost 
reporting  periods  beginning  on  or  after 
July  1, 1980. 

Schedule  of  Limits 

Under  the  authority  of  section  1861(v) 
of  the  Social  Security  AcL  the  following 
per  diem  limits  apply  to  hospital 
inpatient  general  routine  operating  costs 
(including  the  inpatient  routine  nursing 
salary  differential)  for  cost  reporting 
periods  beginning  on  or  after  July  1. 

1980.  Medicare  Fiscal  intermediaries  will 
compute  the  adjusted  limits  using  the 
methodology  set  forth  in  this  notice  and 
notify  each  hospital  of  its  applicable 
limit. 

Table  {.—Hospitals  Located  in  SMSA  (NECMA)  ‘ 


Bed  size 

Labor  ^’elated 

Noniabor 

component 

component 

Less  than  100 . 

$101.17 

$27.55 

100  to  404 _ _ _ _ 

100.49 

28.04 

405  to  684 . . . 

97.09 

27.25 

685  and  above . 

101.56 

29.93 
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Table  W.— Hospitals  Located  in  Non-SMSA  (non- 
NECMA)  Areas' 


Bed  size 

Labor-related 

Nonlabor 

component 

component 

Less  than  100 . 

.  $95.82 

$23.50 

100  to  169 . 

95.16 

23.59 

170  and  above . 

.  91.97 

23.17 

'  Non-labor  components  for  hospitals  located  in  the  States 
Of  Alaska  and  Hawaii  will  be  increased  by  multiplying  them  by 
the  following  cost-of-llving  adjustment  factors: 


Location  and  adjustment  factor 

Alaska — 1.25 

Hawaii: 

Oahu— 1.125 
„  Kauai — 1.15 
Malokai — 1.15 
Maui  and  Lanai — ^1.10 
Hawaii — 1.10 

Table  III  A.— Wage  Index  lor  Urban  Areas 


SMSA  area  Wage  index 


Abilene,  TX .  .8471 

Akron,  OH _ 1.0308 

Albany,  GA . . .7833 

Albany-Schenectady-T roy.  NY . .  1 .0322 

Albuquerque,  NM .  1.1007 

Alexandria,  LA . 1.0357 

AHentowrt-Bethlehem-Easton,  PA-NJ . —  1.0490 

Altoona,  PA. . .  1.0878 

Amarillo.  TX . . .9891 

Anaheim-Santa  Ana-Garden  Grove.  CA .  1 . 1626 

Anchorage,  AK . 1.5136 

Arxlerson.  IN .  .9269 

Ann  Arbor,  Ml .  1.2489 

Anniston,  AL .  .7986 

AppletorvOshkosh,  Wl . . .  .9052 

Asheville,  NC . . - . . .  1.1118 

Atlanta,  GA .  .9272 

Atlantic  Oty,  NJ .  1.0018 

Augusta,  GA-SC . —  1 .0750 

Austin,  TX .  .9079 

Bakersfield,  CA . .  1 .0743 

Baltimore,  MD . . .«..  1.1333 

Baton  Rouge.  LA . . . .9242 

Battle  Creek,  Ml . . . .  1 .2267 

Bay  City.  Ml .  1.0438 

Beaumont-Port  Arthur-Orange,  TX .  .8613 

Billings,  MT .  .8945 

Biloxi-GultporL  MS . . . 1.0576 

Binghamton,  NY-PA . .9246 

Birmirtgham,  AL .  .9969 

Bismarck,  NO . .9134 

Bloomington,  IN .  .9586 

Bloomington-Normal,  IL .  .8289 

Boise  City.  ID .  1.0836 

Boston-Lowell-Brockton-Lawrenoe41av8rhM, 

MA-NH . 1.1337 

Bradenton,  PL .  .8436 

Bridgeport-Stamfoid  Norwalk-Oanbuqr.  CT .  1.1186 

BrownsvMe-HartingeivSan  Benito.  TX .  .9056 

Bryan-College  Station,  TX .  .7822 

BuHalo,  NY .  .9060 

Burlington,  NC .  .8610 

Canton.  OH _ _ _ .9141 

Cedar  Rapids,  lA . .8928 

Champaign-Urbana-Rantoul.  IL .  1.0856 

Charleston-North  Charleston.  SC .  1 ,01 73 

Charleston,  WV . 1.0328 

Charlottee-Gastonia,  NC . .9259 

Chattanooga,  IN-GA .  .9687 

Chicago.  IL .  1.2146 

Cincinnati,  OH-KY-IN .  1 .0896 

Clarksville-Hopkinsville,  TN-KY .  .8262 

Cleveland.  OH .  1.1701 

Colorado  Springs,  CO . - .  .9149 

Columbia,  MO . . —  1.2097 

Columbia,  SC .  .9927 

Columbus,  GA-AL .  .8531 

Columbus,  OH . 1.0253 

Corpus  Christi.  TX .  .9106 

Dallas-Fort  Worth.  TX .  .9434 

Davenport-Rock  Island-Mokne,  lA-IL . .  .9172 

Dayton,  OH .  1.1514 

Daytona  Beach,  FL .  .9461 


TabI*  III  k.—Wage  Index  for  Urban  Areas— 
Continued 


SMSA  area  Wage  index 


Decatur,  IL . .9357 

Denver-Boulder,  CO . . .  1 .1 1 40 

Des  Moines,  lA . 1.0621 

Detroit.  Ml . 1.1769 

Dubuque.  lA . .9002 

Duhith-Superior.  MN-WI . . .8073 

Eau  Claire.  Wl .  .8419 

El  Paso,  TX . .9345 

Elkhart  IN . .7965 

Elmira.  NY _ .8010 

Enid.  OK._ _ .8312 

Erie.  PA . .9700 

Eugene-Springfield,  OR . . .  .9591 

EvansvHle,  IN-KY . 1.0204 

Fargo-Moorhead,  ND-MN _  1.0048 

Fayettevillo.  NC . 1.1267 

Fayfetteville-Springdale,  AR _  .8734 

Flint,  Ml . .  ■  1.1314 

Florertco.  AL . .7955 

Fort  Collins,  CO . . .  »  .8229 

Fort  Lauderdale-HoHywood,  FL .  1.1327 

Fort  Myers,  FL . .9611 

Fort  Smith,  AR-OK . .8401 

Fort  Wayne,  IN...._ . .9028 

Fresno.  CA _ 1.1454 

Gadsden,  AL . . . .8987 

Gainesville,  FL . . —  1.1171 

GalvestorvTexas  City.  TX . . . .9935 

Qary-Hammortd-East  Chicago,  IN _  1.1579 

Grand  Forks.  ND-MN . .8739 

Grand  Rapids.  Ml . .9088 

Great  FaHs,  MT . . .8888 

Greeley,  CO . . . :. _  .8215 

Green  Bay.  Wl . .9398 

Greensboro-Winstort-Salem-High  PoinL  NC .-.  .8974 

GreenviHe-Sparlanburg,  SC .  .8864 

HamillotvMiddleton,  OH .  1.0650 

Harrisburg,  PA . 1.0520 

Hartford-New  Britain-Bristol.  CT . . .  1 .0720 

Honolulu.  HI...- .  1.1668 

Houstoa  TX . 1.0308 

Huntington-Ashland.  WV-KY-OH .  .9505 

Huntsville.  AL .  .8280 

Indianapolis,  IN _ 1.0486 

Iowa  Oty,  lA . . . . . .....  1 .3012 

Jackson,  Ml _ _ _ .9828 

Jackson,  MS . . .  .8981 

Jacksonville,  FL . .9324 

Janesville-Beloit.  Wl . .  .8371 

Jersey  City.  NJ .  1.0712 

Johnson  City-Kingsport-Bristol,  TN-VA. .  .9512 

Johnstown,  PA . . . ....  .9977 

Kaiamazoo-Portage,  Ml . 1.1351 

Kankakee,  IL . .9591 

Kansas  City.  MO-KS . .9882 

Kenosha.  Wl _ _  1.0441 

KMeen-Temple,  TX .  1.0588 

Knoxville,  TN . .8505 

Kokomo,  IN . .9330 

La  Crosse,  Wl _ _ - . .  .8532 

Lafayette,  LA .  .8521 

Lafayette-West  Lafayette,  IN .  .8907 

Lake  Charles,  LA . . . - .  .8526 

Lakeland- Winter  Haven,  FL .  .8476 

Lancaster.  PA .  1.0410 

Lansing-Easi  Lansing,  Ml . .  1 .0488 

Laredo.  TX .  .8372 

Las  Cruces,  NM .  .7806 

Las  Vegas.  NV .  „  .  1.1837 

Lawrence,  KS .  .8378 

Lawton,  OK .  .8740 

Lewiston-Auburn,  MF  — .  .8724 

LexingtorvFayette,  KY  1.0316 

Lima,  OH .  .9421 

Lincoln,  NE .  1.0107 

Little  Rock-North  Little  Rock,  AR .  1.1015 

Long  Branch-Asbury  Park,  NJ .  1.0585 

Longview,  TX .  .7922 

LorairvElyria.  OH .  .9870 

Los  Angeles-Lortg  Beach,  CA .  1.2905 

Louisville,  KY-IN .  1.0112 

Lubbock.  TX . . . .8434 

Lynchburg,  VA .  .861 1 

kiacon,  GA . .9170 

Madison,  VI/1 .  1.0238 

Manchester-Nashua,  NH .  .8699 

Mansfield,  OH .  .8706 

McAllert-Pharr-Edinburg,  TX . .7825 

Melboume-TitusviHe-Cocoa,  FL .  .9051 

Memphis.  TN-AR-MS .  1.0612 

MiamL  FL . . . - .  1.1264 


Table  III  A.— Wage  Index  for  Urban  Areas— 
Continued 


SMSA  area  Wage  index 


Midland,  TX . £816 

Milwaukee.  Wl . 1.0154 

Minneapolis-St.  PauL  MN-WI _  .9923 

Mobile,  AL . .  £911 

Modesto.  CA _  .9527 

Monroe,  LA . . . .9022 

Montgomery,  Al _  .9923 

Muncie,  IN .  £149 

MuskegorvNorton  Shores-Muskegon  Heights. 

1^ .  9837 

Nashville-Oavidsoa  TN .  1.0555 

Nassau-Suffolk.  NY . . . . . .  1 .3079 

New  Bedford-FaH  River,  MA . .9665 

New  Brunswick-Perih  Amboy-Sayreville,  NJ  —  1 .0678 

New  Haven-Waterbury-Meriden,  CT _  1.1519 

New  LorxIorvNorwich,  CT _ 1.0957 

New  Orleans,  LA. _ .9929 

New  York.  NY-NJ _ 1.4451 

Newark,  NJ . J _  1.2785 

Newport  News-Hampton,  VA . . .  1 .0425 

Norfolk-Virginia  Beach-Portsmouth,  VA-NC _  .9660 

Northeast  Pennsylvania . -  t.1027 

Odessa,  TX .  .8788 

Oklahoma  City,  OK .  .9306 

Omaha.  NE-IA _  .9549 

Orlando.  FL _  .9108 

Owensboro,  KY . .7235 

Oxnard-Simi  Valley- Ventura,  CA— . . . t.4074 

Panama  Oty.  FL .  .8592 

Parkersburg-Marietta,  WV-OH _  .9577 

Pascagoula-Moss  PoinL  MS _  1.1379 

Paterson-CliftorvPassaic,  NJ _  1.0851 

Pensacola.  FL . .9132 

Peoria,  IL . —  1.0520 

Petersburg-Colonial  Heights-Kopewell,  VA _ _  .8909 

Philadolphia.  PA-NJ . 1.1616 

Phoenix.  AZ . 1.0806 

Pine  Bluff,  AR _ .7245 

Pittsburgh,  PA  _ _ _ - ..— .  1 . 1 255 

Pittsfield,  MA _ 1.0213 

Portland.  ME _  .9540 

Portland,  Ofl-WA. _  1.1194 

Prxjghkeepsie,  NY . 1.2004 

Providence- Wanwick-PawtuckeL  Rl . .  1.0334 

Provo-Orem.  LIT _  .8969 

Pueblo,  CO . .8612 

Radne,  Wl . .8246 

Raleigh-Durham,  NC . — _ — .  1 .0578 

Rapid  City,  SO _ _ 1.1297 

Reading.  PA _ _ _ .9918 

Reno,  NV . . . . . — . -  1.2465 

Richland-Kennewick,  WA .  .9853 

Richmond,  VA . —  .9838 

Riverskfe-San  Bemadino-Ontario,  CA .  1.1690 

Roanoke,  VA . 1.1003 

Rochester,  MN _ _ .9782 

Rochester,  NY . 1.0818 

Rockford,  II . - . . .  1.0742 

Sacramento,  CA . . .  1.2012 

Saginaw,  Ml . .  1.1456 

St  Cloud,  MN . . .  1.1067 

St  Joseph.  MO . .  9095 

St  Louis,  MO-H. . . .9764 

Salem,  OR . - . . .  1.0709 

Salinas-Seaside-Monterey,  CA . - .  1.2103 

San  Lake  Cily-Ogden,  LIT .  .8515 

San  Angelo,  TX . —  .8074 

San  Antonio,  TX . . . —  1.0283 

San  Diego,  CA .  1.1255 

San  Francisco-Oakland.  CA .  1.3805 

San  Jose.  CA .  1.3758 

Santa  Barbara-Santa  Maria-Lompoc,  CA _  1 .0276 

Santa  Cruz,  CA . —  1 .0595 

Santa  Rosa.  CA..._ .  1.3212 

Sarasota,  FL . .8909 

Savartnah,  GA . .9041 

Seattle-Everetl,  WA .  1.0056 

Shermart-Denison,  TX . .7773 

Shreveport,  LA . .'. . .  1.0296 

Sioux  CHy,  lA-NE . .9221 

Sioux  Falls,  SD . .8497 

South  Bend,  IN  .  881 1 

Spokane,  WA  1.0577 

Sprmgfiekf,  IL  1.0559 

Springfield,  MO . .9462 

Sprmgfield.  OH .  .9646 

Springfield-Chicopee-Holyoke,  MA .  1.0342 

Steubenville-Weirton.  OH-WV .  9822 

Stockton,  CA .  1.2994 

Syracuse,  NY . — .  12807 

Tacoma,  WA . . . 1.0397 
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TaMe  III  k.—Wage  Index  lor  Urban  Areas— 
Continued 


SMSA  area 


Wage  Index 


TaHahasee.  FL .  .8494 

Tampa-St.  Petersburg.  FL . t.0374 

Terre  Haute,  IN _  — — .  ,  .8609 

Texarkana-TX-Texarkana.  AR -  1.0364 

Totodo,  OH-MI . 1.0955 

Topeka.  KS _ _ 1.1339 

Trenton,  NJ _ _  1.1293 

Tucaon.  AZ . 1.0725 

Tulsa,  OK . . 9224 

Tuscaloosa.  Al . 1.0304 

Tyler.  TX . 9142 

Utica-Rome.  NY . . —  8669 

Valleia.Fairlield-Napa.CA . 1.5362 

Vineland-Millville-Bridgetoa  NJ..._ .  .9370 

Waco,  TX . 1.1763 

Washington.  OC-MO-VA . .  1.2749 

WaterloaCedar  Falls.  lA . —  .8478 

West  Palm  Beach-Boca  Raton,  FL .  9374 

Wheeling,  WV-OH . .9001 

Wichita,  KS _ _ _  t  0373 

Wichita  Falls.  TX . 8064 

WiHiamsport  PA .  9170 

Wilmington.  DE-NJ-MO . . —  1.1964 

Wilmington.  NC .  .8770 

Worcester-Fitchburg-Leominster,  MA .  .9514 

YakHtw.  WA .  ’  .8946 

York,  PA . - _ _ _  .9573 

Youngstown-Warren,  OH .  1.0881 


Table  Ul  B.—Wage  Index  lor  Rural  Areas 
Continued 

Non-SMSA  area  Wage  index 


Maryland . - . 

lUBchlgan . 

Minnesota . 

Missouri . ; - 

Montana . 

Nebraska . - . 

Nevada . 

New  Hampshire . 

New  Jersey . 

New  Mexico . 

New  York . 

North  Carolina . - . 

North  Dakota . 

Ohio . 

Oklahoma . . . 

Oregon . ;. . . 

Pennsylvania . . . 

South  Carolina . 

South  Dakota . . 

Tennessee . - . . 

Teaas . 

Lllah . . . 

Vermont . . . . . 

Mrginia . . . . 

Washington _ _ 

West  Virginia _ _ _ 

Wisconsin . . . . - 

Wyoming _ _ 


1.0354 
1  0525 
1.1692 
1.0998 
.8895 

8386 
9685 
9994 
.8075 

1.0487 

1.0673 

1.0695 

1.0288 

.9986 

.9805 

.8921 

1.0218 

.9264 

1.0769 

1.1394 

.8946 

7753 

8387 
9065 
.8058 

1.0319 

.9318 

1.0242 

1.1401 

.9048 

1.0947 


Table  IV. -Continued 


New  Hampshire . . .  1 .021 46 

New  Mexico . 1.07549 

North  Carolina . .  1.00077 

Oklahoma . - .  1.01287 

Oregon . 1.11581 

Rhode  Island . 1.03086 

South  CaroHna . . . ...... -  .02847 

Utah . 1.17350 

Washington . . 1.13068 

Wisconsin . 1.00736 

Wyoming . 1.02161 


The  published  limit  will  be  adjusted 
by  the  index  so  that  hospitals  in  States 
with  low  utilization  per  1,000 
beneficiaries  would  receive  higher  per 
diem  limits. 

Sources  of  Data;  Medicare  inpatient 
covered  days  of  care  for  1977,  by  State: 
HCFA,  Office  of  Reserach, 
Demonstrations  and  Statistics.  Current 
Utilization  Tabulations  as  of  December 
28, 1979 — Table  AA4A — ^Total — Number 
of  Bills,  Days  of  Care,  Amount  of 
Covered  Charges  and  Reimbursement 
by  Period  Expense  Incurred, 

Number  of  Medicare  beneficiaries,  by 
State;  HCFA.  Office  of  Research. 
Demonstrations  and  Statistics, 


Table  III  B.—Wage  Index  for  Rural  Areas 


Non-SMSA  area  >  Wage  index 


Alabama . . .* . .  .9246 

Alaska . . 1.5107 

Arizona . . . - .  1.0963 

Arkansas . . . .8294 

California _ _ 1.2158 

Colorado _ _ 1.0699 

Connecticut _ _ ; . .  1.1225 

Delaware _ _  1.0306 

Florida . . ! _  .9907 

Georgia _ _  .9382 

Hawaii _ 1.3946 

Idaho . 9142 

Illinois . .  .8852 

Indiana . . ! -  1.0121 

Iowa . .9095 

Kansas . . .  .9044 

Kentucky _ _ ; _  8944 

Louisiana _ _ 8883 


Table  XS.— Adjustment  to  Limits  Based  on  Areas 
With  Covered  Days  of  Care  Per  1,000  HI  Enrottees 
Less  Than  the  National  Average 
11977  datal 


State  or  area  Adjustment 

factor 


Medicare:  Health  Insurance  for  the 
Aged  and  Disabled,  1978,  Sect.  1.1: 
Reimbursement  by  State  and  County. 
Washington,  D.C. 

TABLE  --Cost  Reporting  Year  Adjustment 
Factors 


Alaska . 

Arizona . 

California . 

Colorado . 

Connecticut . . 

Delaware . 

District  of  Columbia 

Florida 

Geor^a 

Hawaii 

Idaho 

Louisiana. . 

Maine 

Maryland . 

Montana . 

Nevada . 


1.12505 
1.04680 
1.07015 
1.01222 
1.03645 
t. 00860 
1.00517 
1.02311 
1.02739 
1.13782 
1.06932 
100461 
1.01307 
1.00279 
1.03021 
1  03501 


If  the  hospital  cost  reporting  The  adjustment 

period  begins  factor  is 


August  1,  1980 . 1.0088 

Se^ember  1. 1980 .  1.0177 

October  1,  1980 .  1.0265 

November  1, 19qp .  1.0353 

December  1. 1980 . 1.0442 

January  1, 1981 . 1.0530 

February  1. 1981 . 1.0618 

March  1, 1981 . 1.0707 

April  1.  1981 .  1.0795 

May  1.  1981 . 1.0883 

June  1.  1981 . 1.0972 


Appendix  X.— Derivation  of  "Market  Basket”  Index  for  Routine  Ir^jatient  Hospital  Operating  Costs 


Routine  cost  Forecaster,’  percent  changes 

Category  of  costs  weight  1980-81  "Price"  variable  used 

(percent)  ‘ 


1  Wages  and  salaries 


2.  Employee  benefits _ 


3.  Professional  fees,  other  (legal,  auditing,  consulting,  etc.)*... 


4.  Malpractice  insurance  premiums. 


60.04  DRI-CFS . .  A.  For  the  period  calendar  year  1979:  Percentage  change  in  average  hourly 

earnings  of  service  industry  workers.  Source;  U.S.  Department  of  labor. 
Bureau  of  Labor  Statistics,  Employment  and  Earnings,  (monthly)  Table  C- 
2. 

DRI-CFS .  . . .  8.  For  the  period  calendar  year  1980  and  thereafter;  Percentage  change  in 

average  hourly  earnings  of  hospital  industry  workers  (sic  806).  Source: 
U.S.  Department  of  Labor.  Bureau  of  Labor  Statistics,  Employment  and 
Earnings,  (monthly)  Table  C-2. 

7.88  DRI-MM . . .  Percentage  change  in  supplements  to  wages  and  salaries  per  worker  in  non- 


agricuttural  establishments.  Sources:  For  supplements  to  wages  and  sala¬ 
ries— U.S.  Department  of  Commerce,  Bureau  of  Economic  Analysis. 
Survey  of  Current  Business  (monthly)  table  7  (1.12)  July  issue  has  detailed 
components.  For  total  employment— U.S.  Dept,  of  Labor.  Bureau  of  Labor 
Statistics  Employment  and  Earnings,  (monthly)  table  B-4. 


.50  DRI-MM .  Percentage  change  in  hourly  earnings  index  for  production  or  nonsupervisory 

workers  on  private  nonagricultural  payrolls,  total  private.  Source:  U.S. 
(Jept.  of  Labor.  Bureau  of  Labor  Statistic  Monthly  Labor  Review,  (month¬ 
ly).  table  18. 

1.88  HMS,  HCFA .  Percentage  Change  in  hospital  malpractice  insurance  premiums  per  hospKai. 

Data  obtained  from  the  American  Hospital  Association  for  the  pericxf 
1967-1978.  HHS,  Health  Care  Financing  Administration  projected  this 
data  for  1979-1981 
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Appendix  \.— Derivation  of  "Market  Basket"  Index  for  Routine  inpatient  Hospital  Operating  Goste— Continued 


Routine  cost  Forecaster,*  pef cent  changes 

Category  of  costs  v*eight  1980-81  “Price"  variable  used 

(percent)' 


5.  Food. 


6.  Fuel  and  other  utilities 


7.  Drugs . 

8.  Chemicals  and  cleaning  products . 

9  Surgical  and  medical  instruments  and  supplies 
to.  Rubber  and  miscellaneous  plastics . 

11  Business  travel  and  motor  freight . 

12.  Apparel  and  textiles . . 

13.  Business  services . . . 

14.  All  other  miscellaneous  expenses  ' . . 

Total . - . — . 


5.90  DRI-MM . . . .  A.  Percentage  change  in  food  and  beverages,  component  of  consumer  price 

index,  all  urban  (weight,  2.95).  Sources:  U.S.  Dept,  of  Labor,  Bureau  of 
Labor  Statistics,  Monthly  Latxx  Review,  table  27. 

ORI-MM . .  B.  Percentage  change  in  processed  foods  and  feeds  component  of  producer 

price  index  (weight  2.95).  Source:  U.S.  De|>t.  of  Labor,  Bureau  of  Labor 
statistics.  Monthly  Labor  Review  table  26. 

3.08  ORI-MM  .  A.  Percentage  change  in  implicit  ptice  deflator — consumption  of  fuel  oil  and 

coal  (derived  from  fuel  oil  component  of  consumer  price  index)  (weight 
1.20).  Source:  U.S.  Dept,  of  Commerce.  Bureau  of  Economic  Analysis 
Survey  of  Current  Business,  (monthly)  table  26  (7.1 1) 

ORI-MM . . . .  B.  Percentage  change  in  implicit  price  deflator — consumption  of  electricity 


(derived  from  electricity  component  of  consumer  price  index)  (weitht  0.85). 
Source:  U.S.  Dept,  of  Commerce,  Bureau  of  Economic  Analysis  Unpub¬ 
lished  data  provided  to  Data  Resources  Inc.  by  the  Bureau  of  Economic 
Analysis.  Historical  time  series  data  are  available  from  the  Health  Care  Fi¬ 
nancing  Administration  of  the  Bureau  of  Economic  Analysis. 


DRI-MM .  C.  Percentage  change  in  implicit  price  deflator  for  natural  gas  (derived  from 

utility  (piped)  gas  component  of  consumer  price  index)  (weight  0.64). 
Source:  &me  as  electricity  above. 

DRI-CFS _  D.  Percentage  change  in  water  and  sewerage  maintenance  component  of 

consumer  price  index  (weight  0.39).  Source:  U.S.  Dept,  of  Labor.  Bureau 
of  Labor  Statistics.  Monthly  Labor  Review,  table  23. 

1.39  DRI-CFS . . .  Percentage  change  in  pharmaceutical  preparations,  ethical  component  o( 

producer  price  index.  Source:  U.S.  DepL  of  Labor,  Bureau  of  Labor  Statis¬ 
tics,  Producer  Prices  and  Price  Indexes  (monthly),  table  6. 

2.61  DRI-MM . . Percentage  change  in  chemicals'  and  allied  products  component  of  producer 

price  index.  Source:  U.S.  Dept,  of  Labor,  Bureau  of  labor  Statistics. 
Monthly  Labor  Review,  table  26. 

1 .22  DRI-CFS . .  Percentage  change  in  special  industry  machinery  and  equipment  component 

of  producer  price  index.  Source.  U.S.  Dept,  of  Labor,  ^eau  of  Labor  Sta¬ 
tistics.  Monthly  Labor  Review,  table  26. 

1.10  DRI-MM .  Percentage  change  in  rubber  and  plastic  products  component  of  producer 

price  index.  Source:  U.S.  Dept,  of  Labor,  Bureau  of  Labor  Statistics. 
Monthly  Labor  Review,  table  26. 

1.43  DRI-CFS . .  Percentage  change  in  transportation  cornponem  of  consumer  price  index,  all 

urban.  Source:  U.S.  Dept,  of  Labor,  Biureau  of  Labor  Statistics.  Monthly 
Labor  Review,  table  23. 

1.86  DRI-MM . .  Percentage  change  in  textiie  products  and  apparel  component  of  producer 

price  index.  Source:  U.S.  Dept,  of  Labor,  Bureau  of  Labor  Statistics. 
Monthly  Labor  Review,  table  26. 

3.87  DRI-MM  . .  Percentage  change  in  services  component  of  consumer  price  index,  all 

urban.  Source:  U.S.  DepL  of  Labor,  Bureau  of  Labor  Statistics,  Monthly 
Labor  Review,  table  23. 

7.24  DRI-MM . .  Percentage  change  of  consumer  price  index  for  all  items,  all  urban.  Source: 

U.S.  Dept,  of  Labor,  Bureau  of  Labor  Statistics,  Monthly  Labor  Review. 
table  23. 


100.00 


'Routine  operating  cost  weights  (or  1977  were  derived  from  special  studies  by  the  Health  Care  Financing  Administration  using  primarily  data  from  the  American  Hospital  Association  and  data 
from  HCFA  Medicare  cost  reports.  A  laspeyres  price  index  was  constructed  using  1977  weights  and  "price''  variables  irKlicated  in  this  table.  In  calendar  1977  each  "price''  variable  has  an  index 
value  of  100.00.  The  relative  routine  operating  cost  weights  change  each  period  in  accordance  with  "price"  changes  for  each  "price"  variable.  Cost  categories  with  relatively  higher  "price" 
increases  get  relatively  higher  cost  weights  and  vice  versa. 

*DRI-CFS=Data  Resources,  Inc.,  Cost  Forecasting  Service,  1750  K  Street  NW.,  Washington,  DC.  20006,  (Forecast:  CFS  802).  DRI-MM^  Data  Resources.  Inc.,  Macro  Model,  29  Hartwell 
Avenue.  Lexington,  Massachusetts  02173,  (Forecast:  Control  042280).  HHS-HCFA=Dept.  of  Health  and  Human  Services,  Health  Care  Financing  Administration,  200  Independence  Avenue.  SW.. 
Washington,  D.C.  20201. 

*  Medical  professional  fees  are  included  as  part  of  nonroutine  costs. 

'This  is  a  residual  category  of  routine  operating  costs  not  included  in  the  13  specific  categories  above.  It  consists  primarily  of  miscellaneous  and  unallocated  items. 


Appendix  II.— Constituent  Counties 


SMSA/NECMA 

County 

Abilene . 

TX1 1 4Callahadones 

Tayloi 

Akron . 

OH . 

. Portage 

Summit 

GA._ . 

Lee 

Albany — 

Schenectady— Troy. 

NY..„ . 

Montgomery 

Rensselaer 

Saratoga 

Schenectady 

NM-. 

Sandoval 

.  LA.  . 

Rapides 

Allentown — 
Bethlehem— Easton. 

PA-NJ . 

. Warren.  NJ 

Carbon,  PA 

Lehigh,  PA 
Northampton.  PA 

Appendix  II.— SAfSA  Constituent  Counties 

Continued 


■  SMSA.'NECMA  County 


Altrwna . . . PA . . Blair 

Amarillo . TX  — . Potter 

Randall 

Anaheim — Santa  Ana—  CA . Orange 

Garden  (Srove. 

Anchorage . . AK — . Anchorage 

Anderson . . IN . . Madison 

Ann  Arbor . . Ml - Washtenaw 

Anniston . . . . AL . Calhoun 

Appleton— Oshkosh. _ Wl . (^lumet 

(Xitagamie 

Winnebago 

Asheville . - . NC . . Buncombe 

Madison 

Atlanta . GA— _ Butts 

Clayton 

Cherokee 

Douglas 

Cobb 


Appendix  II.— SA/SA  Constituent  Counties 

Continued 


SMSA/NECMA  County 


Fayette 

Forsyth 

DeKalb 

Henry 

Newton 

Fulton 

Paulding 

Gwinnett 

Rockdale 

Walton 

_ NJ . . 

GA-SC . 

Richmond 

/liken,  SC 

Austin . . TX _ Hays 

Travis 

Williamson 


Bakersfield _ _ _ CA— . Kem 

Baltimore . MO  Anne  Arundel 

Baltimore 
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Appendix  II.— Constituent  Counties— 
Continued 
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SMSA/NECMA 


County 


SMSA/NECMA 


County 


Baltimore  City 
Carroll 

Harford 

Howard 

Baton  Rouge . . 

..  lA. . 

. Ascension 

East  Baton  Rouge 

Livingston 

West  Baton  Rouge 

..  Ml _ 

_ Barry 

Calhoun 

Bay  City . . 

..Ml . 

_ Bay 

TX 

Arthur-Orange. 

Jefferson 

Orange 

..  MT 

..  MS . 

Harrison 

Storte 

Binghamton . NY-PA  Broome.  NY 

Tioga.  NY 
Susquehanna.  PA 

Birmingham . . . AL. . Jefferson 

St.  Clair 

Shelby 

Walker 

Bismarck . ND . Burleigh 

Morton 

Bloomington . IN . . Monroe 

Bloomington— Normal...  II . . . McLeah 

Boise  City . H) . Ada 

Boston— Lowell—  MA . Essex.  MA 

Brockton—  Middlesex.  MA 

Lawrence— Haverhill  Norfolk.  MA 

Suffolk.  MA 
Plymouth.  MA 
Rickingham.  NH 

Bradenton . FL . Manatee 


Bridgeport— 
Stamford— 
Norwalk— Danbury. 

CT . 

TX- . 

Harkngon— San 
Bervto 

NY . . 

Niagara 

Burlington  . 

,  NC . 

...  Alamance 

PR 

Gurabo 

San  Lorenzo 

Canton . 

.OH . 

..  Carroll 

Stark 

Cedar  Rapids . . 

.  lA . 

.  Linn 

Champaigrt— Urbana— 
Rantoul 

IL . . . 

...  Champaign 

Charleston — North 
Charleston 

SC . 

...  Berkeley 
Charleston 
Dorchester 

wv . 

Putnam 

Charlotte— Gastonia . 

.  NC . 

...  Gaston 
Mecklertburg 
Union 

Cincinnati . 

.„...  OH-KY-IN. 

..  Dearborn.  IN 

Boone.  KY 
Campbell.  KY 
Kenton.  KY 
CleriTtonL  OH 
Hamilton.  OH 
Warren.  OH 

Clarksville — 
Hopkinsville. 

TN-KY . 

.  Montgomery.  KY, 
Christian.  TN 

OH 

Geauga 

Lake 

Medina 

Colorado  Springs . 

. CO . 

.  El  Paso 

Teller 

Mn 

.SC . 

Richland 

Columbus . 

. GA-AI . 

..  Russell.  AL 
Chattahoochee.  GA 
Columbus  City.  GA 

OH . 

Fairfield 

Franklin 

Madison 

Pickaway 

Corpus  Christ! . 

. TX . 

..  Nueces 

San  Patrick) 

Dallas— Fort  Worth . 

. Tx . 

..  Collin 

Dallas 

Denton 

Ellis 

Hood 

Johnson 

Kaufman 

Parker 

Rockwall 

Tarrant 

Wise 

Davenport- Rock 
Islarid— Moline 

lA-IL . 

..  Henry.  IL 

Rock  Island.  IL 
Scon.  lA 

. OH 

Miami 

Montgomery 

Preble 

. FU . 

.  II 

. CO . 

Arapahoe 

Boulder 

Denver 

Douglas 

Gilpin 

Jefferson 

Des  Moines . 

. lA . 

..  Polk 

Warren 

Detroit . 

. Ml . 

..  Lapeer 

Livirtgston 

Macomb 

Oakland 

St.  aair 

Wayne 

lA 

Duluth— Superior . 

. MN-WI . . 

..  SL  Louis.  MN 
Douglas.  Wl 

Chattanooga  . ' . TN-GA . Catoosa.  GA 

Dade.  GA 
Walker.  GA 

^  Hamilton.  TN 

Marion.  TN 
Sequatchie.  TN  • 

Chicago  . II _ Cook 

DuPage 

Kane 

Lake 

McHenry 

Will 


..  Wl . 

Eau  Claire 

Ekihart . 

..  IN . 

. Elkhart 

Elmira . 

..  NY . 

El  Paso . 

...  TX . 

_ El  Paso 

...  OK . 

Erie . 

...  PA . 

Eugene— Springfield ... 

...  OR . 

. Lane 

Evansville . . 

...  IN-KY ..... 

. Gibson.  IN 

SMSA/NECMA 

County 

Posey.  IN  ' 

Vanderburgh.  IN 

Warrick.  IN 

Henderson.  KY 

Fargo— Moorhead . 

...  ND . 

. Clay.  MN 

Mn . 

. Cass.  ND 

Fayetteville . 

...  NC . 

Fayetteville— 

AR . 

Springdale. 

Washington 

Ml 

Shiawassee 

...  AL . 

Lauderale 

...  CO . 

Fort  Lauderdale— 

FL . 

. Broward 

Hollywood. 

Fort  Myers— Cape 

FL-.1. 

_ Lee 

Coral.. 


Fort  Smith . 

AR-OK . 

....  Crawford.  AR 
Sebastian.  AR 

Le  Flore.  OK 
Sequoyah.  OK 

IN 

Allen 

Dekalb 

Wells 

Fresno  . 

CA . 

....  Fresno 

AL . 

Gainesville . . . 

FL . 

....  Alachua 

Galveston — Texas  City. 

TX . 

....  Galveston 

Gary— Hammond— 

IN . 

....  Lake 

East  Chicago. 

Porter 

Grand  Forks . 

ND-MN... 

....  Grand  Forks.  ND 
Polk.  MN 

Grand  Rapids . 

Ml . 

....  Kent 

Ottawa 

Great  Falls . 

MT . 

....  Cascade 

Greeley . CO . Weld 

Green  Bay . '. . Wl . Brown 


Greensboro — 

Winston — Salem- 
High  Point. 

NC . 

. . Davidson 

Forsyth 

Guilford 

Randolph 

Stockes 

Yadkin 

Greenville— 

Spartanburg. 

SC.... 

Pickens 

Spartanburg 

Hamilton-r  Middletown . . 

OH... 

PA .... 

. Butler 

Dauphin 

Perry 

Hartford— New 

Britain— Bristol. 

CT.... 

. Hartford 

Middlesex 

Tolland 

Litchfield 

Honolulu . 

HI . 

Houston . TX . Brazoria 

Fort  Bend 

Harris 

Liberty 

Montgomery 

Waller 

Huntington— Ashland....  WV-KY-OH.  Boyd.  KY 

Greenup.  KY 
Lawrence.  OH 
Cabell.  WV 
Wayne.  Wv 

Huntsville . . . AL . Limestone 

■  Madison 

Marshall 

Indianapolis . .  IN  .1 . Boone 

Hamilton 
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SMSA/NECMA 


County 


SMSA/NECMA 


County 


SMSA/NECMA 


County 


Hancock 

Hendricks 

Johnson 

Marion 

Morgan 

Shelby 

Little  Rock— North 

Little  Rock. 

Long  Branch— Asbury 
Park. 

AR . 

NJ. . . . 

Pulaski 

Saline 

,  lA. . 

Longview-Marshall ...— . 

TX . 

Gregg 

.  Ml 

- 

Harrison 

OH . 

,  MS . 

,  FI . . 

Rankin 

Los  Angeles— Lortg 
Beach. 

CA . 

Los  Angelos 

Clay 

Duval 

Nassau 

SL  James 

KY-IN _ 

Clark.  IN 

.Wl  _ 

Floyd.  IN 

Bullitt,  KY 
Jefferson,  KY 
Oldham.  KY 

TX 

Jersey  City . 

.  NJ . 

...  Hudson 

VA . 

Johnson  City— 
Kingsport— Bristol. 

TN-VA . 

...  Carter,  TN 

Hawkins,  TN 

Sullivan,  TN 

Unicoi.  TN 

Washington,  TN 

Bristol  City,  VA 

Scott,  VA 

Washington,  VA 

GA . 

Appomattox 
Campbell 
Lynchburg  City 

Bibb 

Houston 

Jones 

Twiggs 

Johnstown 

Cambria 

Madison .  _. 

.VW . 

.  Dane 

Somerset 

Manchester— Nashua  _ 

.  NH . 

.  Hillsboro 

.  Ml . . 

Merrimack 

VanBuren 

.  OH.- . . 

Kankakee . 

.JU  . 

...  Kankakee 

,  MO-KS 

Hormigueros 

Wyandotte.  KS 

Mayaguez 

Cass,  MO 

Clay,  MO 

Jackson.  MO 

Platte.  MO 

Ray.  MO 

McAllen — Pharr—  TX . 

Edinburg. 

.  Hidalgo 

Cocoa. 

Memphis .  _. 

.  TN-AR-MS 

.  Crittenden,  Afl 

Killeen— Temple . 

..  TX . 

....  Bell 

Coryelt 

DeSoto,  MS 
Shelby.  TN 
Tipton,  TN 

..TN . 

PL 

Blount 

Knox 

Union 

TX 

.  Wl . . 

-  IN 

Ozaukee 

La  Crosse . 

.,  Wl . 

..  LA..._ . 

Tipton 

....  La  Crosse 

Minneapolis— St.  Paul.. 

.  MN-WI . 

Washington 

Waukesha 

..  Anoka,  MN 
Carver,  MN 
Dakota,  MN 

Lafayette— West 
Lafayette. 

IN .  . . 

..  LA . 

Ctxsag,  MNo 
Hennepin.  MN 
Ramsey,  MN 
Scott,  MN 
Washington,  MN 
WnghL  Wl 

SL  Croix,  Wl 

Lakeland— Winter 
Haven. 

Lancaster . 

FL . 

„  PA  . . 

....  Polk 

....  Lancaster 

Lansing— East  Lansing.  Ml . . Clinton 

Eaton 

Ingham 

Ionia 

Laredo . TX . . Webb 

Las  Cruces . NM . Dona  Ana 

Las  Vegas . . NV . . Clark 

Lawrence . . . . KS _ Douglas 

Lawton . OK . Comanche 

Lewiston— Auburn . ME . Androscoggin 

Lexington— Fayette . KY . Bourbon 

Clark 

Fayette 

Jessamine 

Scott 

Woodford 

Lima . OH . AHen 

Auglaize 
Putnam 
Van  Wert 

NE.. 


AT  • 

Mobile 

Modesto . 

. CA . 

. Stanislaus 

Monroe . . LA. . Ouachita 


Montgomery . 

Al . 

. Autauga 

Elmore 

Montgomery 

IN . 

Muskegon— Norton 
Shores— Muskegon 
Heights. 

Ml . 

Oceana 

Nashville  —Davidson ..... 

.TN . 

Davidson 

Dickson 

Sumner 

Robertson 

Rutherford 

Wilson 

Williamson 

New  Bedford— Fall 
River. 

MA . 

....  Bristol 

New  Brunswick— Perth 
Amboy— Sayreville. 

NJ . . 

-..  Middlesex 

New  Haven— West 
Haven— Waterbury— 
Meriden. 

New  London— Norwich. 

CT . . 

....  New  Haven 

New  London 

1  A 

Orleans 

St.  Bernard 

SL  Tammany 

New  York . 

NY-NJ . 

.....  Bronx,  NY 

Kings,  NY 

New  York.  NY 

Putnam,  NY 

Oueens,  NY 

Richmond,  NY 
Rockland,  NY 
Westchester,  NY 
Bergen,  NJ 

.  NJ . 

Morris 

Somerset 

Union 

Newport  News — 
Hampton. 

VA _ 

.....  Hampton  City 
Williamsburg  Oty 
Newport  News  City 
Glou^er 

York 

James  City 

Poquoson 

Norfolk— Virginia 
Beach— Portsmouth. 

VA-NC..., 

_ _ Chesapeake  City,  VA 

Norfolk  City,  VA 
Portsmouth  City,  VA 
Suffolk  City.  VA 

Virginia  Beach  City.  VA 
Currituck,  NC 

Northeast  Pennsylvanta  PA _ 

_ Lackawanna 

Luzerne 

Monroe 

TX . 

_  OK . 

Cleveland 

McClain 

Oklahoma 

Pottowatomie 

..  NE-IA ._. 

Pottawattamie,  lA 

Douglas.  NE 

Sarpy,  NE 

-TL . 

Osceola 

Seminole 

KY 

Oxnard— Simi  Valley— 
Ventura. 

Ca . 

. Ventura 

_  FL . 

Parkersburg — Marietta 

..  WV-OH.. 

. Washington,  OH 

Wirt.  WV 

Wood,  WV 

Pascagoula— Moss 
Point. 

MS . 

Paterson— Clifton — 
Passaic. 

NJ . 

. Passaic 

..  FL.  ._. 

Santa  Rosa 

Peoria . 

..  ILr. . 

. Peoria 

Tazewell 

Woodford 

Petersburg — Colonial 
Heights— Hopewell. 

VA . 

. Colonial  Heights  City 

Dinwkfdie 

Hopewell  Oty 
Petersburg  City 

Prince  George 

Philadelphia _ 

-.  PA-NJ... 

Camden,  NJ 
Gloucester,  NJ 
Bucks,  PA 
Chester,  PA 


Lincoln. 


Lancaster 


Nassau— Suffolk _ NY. 


,.  Nassau 
Suffolk 
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County 


Phoenix 
Pme  BluH  ... 
Pittsburgh  . 


PittstieW 

Ponce 


A2 . 

Delaware.  PA 
Montgomery.  PA 
Philadelphia.  PA 

AH . 

PA.... 

Beaver 

Washington 

Westmoreland 

MA ... 

. . . Berkshire 

PR... 

Ponce 

Viilaiba 

ME . 

...  Cumberland 

Sagadahoc 

York 

OR-WA .... 

...  Clackamas.  OR 

Multnomah.  OR 
Washington.  OR 
aark.  WA 

Poughkeepsie . 

NV . 

...  Dutchess 

Providence— 
Wanunck— Pawtucket 

Rl . 

....  Bristol 

Kent 

Providence 

Washington 

Newport 

Provo— Orem . 

.UT . 

....  Uah 

Puebk) . . . CO . Pueblo 


Racine . . - . Wl . Racine 


Raie«9i>--Ouftian) . 

.  NC . 

. Durham 

Orange 

Wake 

Rapid  Oty  . . . 

.SO . 

_ Pennington 

Meade 

Reading . . 

.PA.... . 

. Berks 

NV . 

Rchlanrl — Kennewick 
Pasco 

WA 

Franklin 

Richmond . Va . .  Charles  City 

Chesterfield 

Coochland 

Hanover 

Henrico 

New  Kent  Co 

Powhatan 

Richmond  Oty 

Riverside— San  Ca . Riverside 

Bernardino— Ontario.  San  Bernardino 


Roanoke . VA . . Botetourt 

Roanoke 

Craig 

Roanoke  City 
Salem  City 

Rochester . MN . Olmstead 


Rochester  . 

Rockford . 

. NV . 

. .IL . 

. CA . 

Monroe 

Ontario 

Orleans 

Wayne 

.  Boone 

Winnebago 

Saginaw . 

. . Ml . 

Sacramento 

Yolo 

_ Saginaw 

St.  Cloud . 

. MO . 

Sherburne 

Stearns 

. MO-IL.. 

Buchanan 

Salem  . 

. OR . 

Madison.  IL 
Monroe.  IL 

St  Clair.  IL 
Franklin.  MO 
Jefferson,  MO 

St  Charles.  MO 

St  Louis.  MO 

SL  Louis  City.  MO 

.  Marion 

ApppndiK  II.— SWSA  Constituent  Counties— 
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SMSA/NECMA  County 


Polk 

Salmas— Seaside 
Monterey. 

CA . 

Salt  Lake  City— Ogden 

UT . 

Salt  Lake 
Tooele 

Weber 

San  Angelo . 

TX . 

TX . 

Comal 

Guadalupe 

San  Diego . 

CA... 

. San  Diego 

San  Francisco— 
Oakland 

CA... 

Contra  Costa 
Marin 

San  Francisco 
San  Mateo 

San  Jose . 

.  CA.... 

San  Juan . 

.PH.... 

Carolina 

Canovanas 

Catano 

Guaynabo 

Loiza 

San  Juan 

Toa  Baja 
Trujillo  Alto 

Santa  Barbara— Santa 
Maria— Lompoc. 

CA... 

,.  CA... 

-  CA... 

Sarasota . 

..  FL,... 

. Sarasota 

Savannah  . 

..  GA... 

Chatham 

Effingham 

Seattle— Everett . 

..  WA  .. 

. King 

Snohomish 

Sherman— Denison . 

..  TX ... 

Shreveport . 

..  LA.... 

. Bossier 

Caddo 

Webster 


Sioux  City . lA-NE . Woodbury.  lA 

Dakota.  NE 


Sioux  Palls . .  SO . Minnehaha 


South  Bend... 

. INn . 

St  Joseph 

Spokane . 

. WA . 

II 

Sangamon 

.  . «...  MO . 

Greene 

Springfield . 

. OH . 

. Champaign 

Clark 

Springfield — Chcopie—  MA . 

Holyoke. 

Hampshire 

Steubenville- 

-Weirton ..  OH-WV.. 

Jefferson.  OH 
Brooke.  WV 
Hancock,  WV 

CA  . 

Syracuse . 

. NV . 

Madison 

Onondaga 

Oswego 

. Pierce 

Tallahassee.. 

. FL . 

. Leon 

Wakulla 

Tampa— St.  Petersburg  FL . 

. Hillsborough 

Pasco 

Pinellas 

. .  IN . 

. Clay 

Suliivan 

Vermillion 

Vigo 

Texarkana  .. 

. . TX-AR.. 

Miller.  AR 
Bowie.  TX 

Toledo . 

. OH-MI. 

Fulton.  OH 
Lucas.  OH 

AppendiR  II.— SAfSA  Constituent  Counties— 
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Ottawa.  OH 
Wood.  OH 


. KS . . 

Osage 

Shawnee 

. NJ . 

. Mercer 

. AZ . 

. Pima 

. OK . 

. Creek 

1  Mayes 

Osage 

Rogers 

Tulsa 


Wagoner 


...  AL . 

Tuscaloosa 

Tyler . 

...TX . 

Smith 

..  NY . . . 

Oneida 

Vallejo — Fairfield— 

CA . 

Napa 

Napa. 

Solano 

Vineland— Millville— 

NJ . 

Cumberland 

Bridgeton 

...  TX . 

,  McLennan 

Washington . 

...  DC-Md-VA. 

DC 

Charles.  MD 

Montgomery.  MD 
Prince  Georges,  MO 
Alexandria  City,  VA 
Arlington.  VA 
Fairfax  City.  VA 
Fairfax,  VA 
Falls  Church  Oty,  VA 
Loudoun.  VA 
Prince  William.  VA 
Manassas  City,  VA 

'  Manassas  Park  City,  VA  ' 

Waterloo— Cedar  Falls .  lA . Black  Hawk 

West  Palm  Beach—  FL . Palm  Beach 

Boca  Raton. 

Wheeling . WV-OH . Belmont.  OH 

Marshall.  WV 
Ohio.  WV 


Wichita . KS . Butler 

Sedgwick 

Wichita  Falls . TX . Clay 

Wichita 

Williamsport . PA . Lycoming 

Wilmington . DE-NJ-MD..  New  Castle.  DE 

Cecil.  MO 
Salem.  NJ 


Wilmmgton . 

NC . 

New  Hanover 

Worcester— 

Fitchburg- 

Leominster 

MA . 

Yakima . . 

.  WA . 

. Yakima 

.  PA . 

York 

Youngstown— Warren.. 

.  OH . 

Trumbull 

(Secs.  1102, 1814(b),  1861(v)(l).  1866(a),  and 
1871  of  the  Social  Security  Act:  42  U.S.C. 
1302, 1395f(b),  1395x(v)(l),  1395cc(a),  and 
1395hh) 

(Catalog  of  Federal  Domestic  Assistance 
Program  No.  13.773,  Medicare — Hospital 
Insurance) 

Dated;  ]une  16, 1980. 

Earl  M.  Collier,  )r.. 

Acting  Administrator.  Health  Care  Financing 
Administration. 

Approved:  June  17, 1980. 

Patricia  Roberts  Harris, 

Secretary. 
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